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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
3. Q-Panels have high insulation value... 
4. Q-Panels are quickly 


foundations. 
superior to a 12” masonry wall. 


installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, 
write for literature. 


use the coupon below and 





Robertson 


Q-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. + PITTSBURGH 22, PA. 
Offices in Principal Cities 


Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 











Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 





Please send a free copy of your Q-Panel Catalog. 
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11 Ba W Boilers 
help OVEC supply | 


715 BILLION 
~ KWARS 
OF POWER 


Clifty Creek Plant near Madison, Indiana, is scheduled for completion 
by the Spring of 1956. Unit No. 1 began delivering power in late Jan- 
vary 1955. The Clifty Creek Plant will be owned, operated and 
maintained by IKEC. Its six units will have a total capacity of 
1,200,000 kw—20 per cent larger than the Kyger Creek Plant. Ameri- 
can Gas and Electric Service Corp. is the plant design engineer. 


en cll 


Once again America’s private electric companies have 
demonstrated their resourcefulness. By combining 
their knowledge, skills and resources, 15 prominent 
utilities have accomplished a job of tremendous pro- 
portions quickly and efficiently—a job which would 
have been too big for any one company to handle. 
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By next year, two new power plants—now under con- 
struction as a result of cooperative planning by the 
15 companies comprising Ohio Valley Electric Corp. 
and its subsidiary, Indiana-Kentucky Electric Corp.; 
—will be ready to supply more than the 15-billion 
kilowatt-hours of energy annually required for the 
process of uranium diffusion at the new Portsmouth 
Area Project. This huge block of power is greater 
than that used by New York City and is almost half 7 
as much electricity as is produced in all of France. f 
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Eleven B&W Boilers of the type shown here will generate steam 
at the two new plants which will supply all electricity required 
for the great atomic production center known as the Portsmouth 
Area Project. It is the largest and perhaps most significant single 
undertaking in the history of the electric utility industry. 


A number of factors relating to fuel, transportation Cl 


and transmission were responsible for the choice of 
sites—both on the Ohio River—for the two power 
plants needed to meet this great demand. Now par- 
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Kyger Creek Plant—to be owned, operated and maintained by OVEC—will have 
five units with a total capacity of 1,000,000 kw. Unit No. 1 began delivering power 
in late January 1955, a full month ahead of schedule. The last unit is scheduled 








for completion by early 1956. Sargent & Lundy of Chicago is the design engineer. 


tially completed, Kyger Creek and Clifty Creek 
plants will eventually have a combined capacity of 
2,200,000 kw, and while Clifty Creek will be larger, 
the two plants will be similar. 


Kyger Creek’s five B&W Open-Pass Boilers will each 
produce 1,330,000 Ib of steam per hr at 2000 psi and 
1050 F, with reheat to 1050 F, and six B&W Boilers 
of the same type and size will furnish steam for kilo- 
watts at Clifty Creek. The utilization of high tem- 
peratures, high pressures and reheat at both plants 
will place them among the most efficient and eco- 
nomical in operation. Together with a comparatively 
low fuel cost, this high efficiency rate will hold down 
the ultimate cost of the power produced there. 


The choice of B&W Boilers and allied equipment 
for a project of this importance is an expression of 
confidence in B&W’s contributions to efficient steam 
generation through intensive research and develop- 
ment covering nearly a century. We will be glad to 
discuss your boiler needs at your convenience. 
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The Babcock & Wilcox Company, Boiler Division, 
161 East 42nd Street, New York 17, N. Y. 


BABCOC 
“WhCOX 


G-705 





BOILER . 
DIVISION 


5 


with the Codlitors 


esa “ghost of Smyth v. Ames’’—to 
use an expression of the liberal wing 
of the U. S. Supreme Court—has been 
very active during the last few months. 
The ghost has been seen visiting around 
the different state legislatures and he has 
been haunting more than one courtroom 
where important utility rate case appeals 
have been heard and argued. 


ConTRARY to what some of the more 
doctrinaire exponents of the original cost 
basis for rate making expected, the ghost 
of Smyth v. Ames has not been laid by 
the Natural Gas Pipeline decision of 1942 
or the Hope Natural Gas Company Case 
in 1944. If anything, the past decade of 
inflationary price rises since the end of 
World War II has revived the old con- 
troversial spook considerably. 


One of the peculiar patterns which has 
been repeated in at least five states is the 
tendency of the original cost proponents 
to run to the state legislatures immediate- 
ly after state courts have decided in a util- 
ity rate case that some recognition must 
be given to replacement cost in the rate- 
making process. We have seen this hap- 
pen in Maine, Maryland, Ohio, North 
Carolina, and Pennsylvania. As of this 
writing, none of these bills (to spell out a 
statutory restriction in favor of original 
cost rate making) has been enacted into 
law, although a bill in the Ohio legisla- 
ture was still being considered in com- 
mittee. 


N™ comes word that the appellate di- 
vision of the New York supreme 
court has decided (3 to 2), in the largest 
single utility rate increase application in 
the history of commission regulation in 
the United States, to require the New 
York Public Service Commission to con- 
sider replacement cost in fixing the rate- 
making value of the New York Telephone 
Company. Following the pattern already 
mentioned, the day following the decision 
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C. P. GUERCKEN 


of the court, the state attorney general, 
Jacob Javits, announced that he would ask 
the legislature at Albany to bar the re- 
placement cost factor by an amendment to 
the regulatory law of that state. Chances 
are that the New York legislature will at 
least want to wait until the New York 
court of appeals, the tribunal of last resort 
in the Empire state, has had a chance to 
review the New York Telephone Company 
Case, before considering any legislative 
amendment. 


3uT it is clear that the “ghost of Smyth 
v. Ames” will have to win his resurrection 
in two places instead of one, if the re- 
placement cost principle is to be re-estab- 
lished in more states as a result of court 
decisions. Where the original cost advo- 
cates lose their case in court, it is clear 
that they will try again in the state 
legislature. 


From the economist’s point of view, 
there is still much to be said on the side 
of reviving this inflationary ghost. The 
leading article in this issue was written by 
C. P. GUERCKEN, assistant to the vice 
president of Ebasco Services Incorpo- 
rated, who has made an impressive survey 
of various economic indicia which indi- 
cate that continued adherence to original 
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Key facts in the application of regulators and capacitors 
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Source voltage can 
vary this much 


ADD ONLY A REGULATOR 
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Source voltage can 
vary this much 


ADD ONLY CAPACITORS 
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Source voltage can 
vary this much 


ADD A REGULATOR AND CAPACITORS 





$ JINCREASED JFLOADY * 

















What happens to system voltage when 


capacitors and regulators are installed? 


Figure 1 shows a full-load voltage pro- 
file along a distribution feeder with no 
voltage corrective devices. Figure 2 shows 
how a voltage regulator is capable of buck- 
ing and boosting varying source voltage 
so as to maintain voltage within limits 
all along the feeder. 

Figure 3 shows what happens when 
only a switched capacitor bank is added 
to the feeder: The voltage spread along 
the feeder is reduced and additional 
feeder loading is possible. 

Figure 4 shows the result of the addi- 
tion of voltage regulators and switched 
Capacitors: When used together, they 
Provide an ideal means of accurately con- 
trolling voltage and increasing system 


capacity for additional load. This pro- 
duces satisfied customers, as well as 
providing the best return on system 
investment. 

In fact, for all systems, the use of ca- 
pacitors and regulators always results in 
superior voltage control and greater sys- 
tem load carrying capacity. 

G-E engineers have just completed a 
comprehensive study of the problems of 
feeder voltage regulation. This report is 
the second in a series dealing with the 
important results of the study. If you 
would like to discuss voltage problems on 
your system, contact your G-E Apparatus 
Sales Engineer. General Electric Co., 
Schenectady 5, N. Y. 645-2 


GENERAL @@ ELECTRIC 





Portable demonstrator being used by G-E 
Engineers R. M. Butler and D. R. Samson to 
show effect of capacitors and regulators 
under variety of feeder load conditions. 





PAGES WITH THE EDITORS (Continued) 


cost concepts has produced an end result 
which is unrealistic in the light of actual 
price changes. This author’s suggested 
remedy, to bring the regulatory com- 
ponents in the rate-fixing process into 
proper balance, is estimated at a cost to 
the average utility consumer of about five 
cents a day—a small sum to rectify what 
he considers a serious difficulty in regula- 
tory policy. 


Mr. GUERCKEN graduated in 1931 from 
New York University with a BS degree in 
electrical engineering. After studying eco- 
nomics, accounting, and finance at the 
London School of Economics, he stayed 
on in England and joined Edmundson’s 
Electricity Corporation, then a subsidiary 
of Utilities Power & Light Company of 
Chicago. In 1937 he became associated 
with the County of London Electric Sup- 
ply Company as assistant to the general 
manager. Returning home in 1940, he 
joined Ebasco Services Incorporated as 
budget sponsor. 


* 


ghana development for peacetime 
purposes already has run into a num- 
ber of stubborn problems which have 
nothing to do, per se, with the technical 
aspects. It will probably run into more 
of them before the first atomic fuel elec- 
tric power goes on the line for service to 
the general public. One of these problems 
is the requirement of adequate insurance 
coverage. Public service facilities of all 
kinds must be adequately insured against 





HERBERT M. BRATTER 





GEORGE W. KEITH 


all reasonable and foreseeable risks so as 
to protect the public in a continuity of 
service. 


Hersert M. Bratrrer, Washington 
author of financial, banking, and business 
articles, whose article on this subject be- 
gins on page 755, has examined the var- 
ious factors which make the question of 
insuring the atomic power risk so vexing. 


 ? those in the transit industry and 
most of us outside of it should be 
interested in the experiments being con- 
ducted in so-called “club riding” in Cin- 
cinnati. Regulatory commissions, as well 
as transit company operators, investors, 
and passengers, have considered many 
ways of trying to induce people to ride 
buses instead of driving their own cars, 
particularly when the current high volume 
of customer spending makes the cost fea- 
ture such an important factor. GEORGE 
W. Kerru, professional author of busi- 
ness articles, now resident in Cincinnati, 
Ohio, gives us an entertaining account (be- 
ginning on page 764) of the genesis, or- 
ganization, and performance of the so- 
called transit “clubs.” 


THE next number of this magazine will 
be out July 7th. 


Millett in. 
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POTENTIAL UNLIMITED 


a giant step in automation for business 


Announcing the Remington Rand 


UNIVAC FILE-COMPUTER...a 
medium-size data-processing system 


The speed of electrons...the memory of magnetism 
...and over fifty years’ experience in business rec- 
ords and control... all these have been built into 
the Univac File-Computer. 

Here’s building-block flexibility that adapts to 
practically any situation—an electronic brain with 
common-language input-output for application 


after application. Here’s machine versatility that 
can file, find, compute and summarize simultane- 
ously — a medium-size system that can, for exam- 
ple, handle billing, inventory and sales analysis as 
a single operation. 

Here’s the truly automatic office your top man- 
agement should know about. For this newest 
Univac can bring you lower costs, increased pro- 
duction, better customer service and freedom from 
supervisory routines. Remington Rand will gladly 
call to show you how and where. 


ROOM 1676, 315 FOURTH AVE., N.Y. 10 Memington. Rtand PUNCHED-CARD ELECTRONICS 
4M € 








Coming IN THE NEXT ISSUE 


* 


WHAT TO DO ABOUT HURRICANE LOSS PROTECTION 


Previously announced for earlier publication in the May 26th issue, this article is now 
definitely slated to appear in the July 7th issue. Within the period of six weeks during 
the past year the Middle and North Atlantic states were hit by three tropical hurricanes 
of major intensity. Damage and losses to public utility companies were tremendous, 
by any standard of measurement. H. E. Garrett, an expert connected with Ebasco 
Services Incorporated, gives us some practical advice about protection from such losses 


in the future. 


THE EMPLOYEE'S ROLE IN PUBLIC RELATIONS 


Kimball |. Jack, general sales, promotion, and information manager of the Washington 
Water Power Company, Spokane, Washington, has written an account of how his 
organization has come to grips with the somewhat touchy problem of utilizing employee 
relationships and contacts to spread the straight facts about the importance of the 
enterprise system in public service. He outlines a practical and systematic program for 


getting results along this line. 


AUTOMATIC PHONE TOLL TICKETING REQUIRES SPECIAL HANDLING 


James H. Collins, professional writer of business articles now resident in Hollywood, 
California, has taken up the subject of automatic toll ticketing and other automatic 
accounting now being installed by Bell and independent companies. This article shows 
that some form of automatic control was necessary to protect the subscriber as well as 
the telephone company from operating abuses or difficulties which might otherwise 
grow as a result of the new freedom allowed in direct dialing. There are still problems 
to be worked out in gaining complete public confidence in mechanical auditing as 
compared with the older system of tickets written by operators. Automatic ticketing is 
part of the new merchandising objectives in the telephone business, but it involves new 


telephone habits and a new teaching problem for the subscriber. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Good in its day... 


But the sad-iron would be sad indeed com- 
pared with its modern electric counterpart. 
There’s another modern “electric appliance’”’ 
available today whose work output is as over- 
whelmingly superior as the electric iron vs. 
the sad-iron. 

It’s the Bill Frequency Analyzer a machine 
of our invention for analyzing bills in ‘One 
Step’. Bills can go through the Analyzer at the 
rate of 200,000 to 300,000 a day! Thus you can 
get a clear, accurate analyzation of your bill- 
ing in a matter of hours instead of days. 


The Analyzer method saves time and defin- 
itely cuts costs. Even if you use your most 
experienced personnel and office calculating 
machines we can save you up to 50% with the 
Analyzer method. Besides, all the work is done 
in our office! 

Send us a sample of your billing sheet, a 
copy of rate schedules and an estimate of num- 
ber of customers billed on each rate and your 
frequency table requirements. We’ll give you 
an estimate of costs without charge. Then 
compare our costs with your own! 


RECORDING & STATISTICAL CORP. 


100 Sixth Avenue * New York 13, N. Y. 








CCaukeble CCrke 


“There never was in the world two opinions alike.” 
—MonTAIGNE 


Hart Buck 
Statistician, The Bank « 
Toronto. 


ALEXANEDR R. HERON 
Vice president and director, 
Crown Zellerback Corporation 


Henry G. Litt 
Chairman of the board, Campbell- 
Ewald Company. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


PAUL KAYSER 
President, El Paso Natural Gas 
Company. 


Rocer M. BLouGu 
Chairman of the board, United 
States Steel Corporation. 


BERNARD M. BARUCH 
Economist 


CHARLES T°, PHILLIPS 
President, Bates College. 








“The principle which enables consumers to get the 
most of what they want is the principle of the free 
market.” 

¥ 

“There is only one way in the world by which any 
job has ever been created. That is by selling the product 
of that job to a willing customer.” 


¥ 


“Many businesses, | fear, are still geared to pre- and 
postwar levels, whereas completely reliable statistics and 
forecasts tend to reflect that the expanded economy, 
whether it continues to expand or not, is here to stay.” 


¥ 


“The trouble is not with the typewriters nor even with 
the words they make; the trouble isn’t even with the 
men who make the words. It lies, we think, with men 
who pay undue attention to what other foolish men 
have to say. Homo is not nearly so sapient as he thinks.” 


¥ 


“There are 8,000 independent natural gas producers 
in the United States.] It is definitely a competitive busi- 
ness. The market price is established by the law of sup- 
ply and demand. Any move to restrict the price received 
is bound to have a detrimental effect on the future 
supply.” 

¥ 


“Research, in the last analysis, offers the only road 
to finding out how to produce more and better goods 
cheaper. And finding out how to produce more and bet- 
ter goods cheaper is the proven way of guaranteeing 
more and better jobs and wages—contractual devices 
to the contrary notwithstanding.” 


¥ 


“Actually it [the steck market] is the thermometer 
not the fever. The stock market registers the judgment 
of multitudes of buyers and sellers about . . . what busi- 
ness is like today, what it will be like in the future... . 
The thermometer should not be blamed for reflecting 
all the uncertainties of a world which is neither at war 
nor at peace.” 


¥ 


“Let us spend more time—in our offices, stores, con- 
ferences, and trade association meetings—improving 
our operations and less time trying to curb our com- 
petitors. Not only will individual companies be better 
off, but so will society. If America wants to continue 
its long-time development toward a rising standard of 
living, we need to enccurage more, not less, competi- 
tion. 
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You may find 


a fresh approach ... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility fmancing and 


investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $125,000,000 Total Assets over $1,400,000,000 


WituiaM N. Enstrom, Chairman of the Board 
Ricwarp H. West, President 


Public Utilities Department—Joun F. Cutips, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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signs, but without any ‘“‘lazy metal.” 
Those used in light-duty models are 17% 
heavier than the average weight of 6- 
cylinder crankshafts used in the four 
other leading light-duty makes—for max- 
imum strength and rigidity, long life. 


From fiery forges and precision machines 
come extra-strong engine crankshafts, built 
to make the big difference in truck life. 
INTERNATIONAL crankshafts are designed 
and built for truck use. They are heavier 
than comparable forged or cast alloy de- 


INTERNATIONAL TRUCKS 


International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractors ... Motor Trucks ... Industrial Power... Refrigerators and Freezers 
Top TV comedy! Ronald Colman and Benita Hume in “The Halls of Ivy,’ CBS-TV. See your paper for date, time and channel. 4 
5 JUNE 23, | 





a’ backbone like this- 


to save you the BIG money 


Crankshafts are just one example of INTERNATIONAL all-truck 
engineering that saves you the big money. 


Of the five leading makes, only INTERNATIONAL offers a complete 
line that is all-truck built . . . with no automobile engines or 
components asked to do a truck job. 


You save the most with an INTERNATIONAL that’s all-truck built to 
last longer. It earns its keep in lower over-the-years operating 
and maintenance cost. It pays for itself in use. 

It saves you—earns you-— the big money. 

Keeping costs down has made INTERNATIONAL the heavy-duty 
leader for 23 straight years. Let your INTERNATIONAL 

Dealer or Branch show you the right INTERNATIONAL for your 
job—built to save you the BIG money. 


INTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 





All Truck Built 
fo save you 


the BIG money! 


There’s an INTERNATIONAL exactly right for every public utility job—all-truck built to save you the 
BIG money. 9 light-duty models with Service-Utility body and 11 medium-duty chassis from 4,200-16,000 
Ibs. GVW. Every other truck type. World’s widest choice of power and power transmission options. 
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This 16-Foot Butterfly Valve Illus- 
trates the type of work which New- 
port News takes in stride. Newport 
News built 3 such valves, each 
weighing 446,000 Ibs., for the Ross 
Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi, 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 


The TEST of a TITAN 


Here is one of the largest high head butterfly valves ever built, 
undergoing a shop test at Newport News. If you had an 
opportunity to follow this unit from start to finish, you would see 
first hand how Newport News produces massive equipment 
economically. For economy is a basic advantage that results from 
Newport News’ high integration of skill and production facilities. 










NEWPORT 
NEWS 


SHIPBUILDING AND 
DRY DOCK COMPANY 


Newport News, Virginia 





Large engineering and technical staffs, operating a plant 
comprising acres of brass, iron and steel foundries, five huge 
machine shops and other extensive fabricating facilities, have made 4 
Newport News one of the world’s largest producers of hydraulic : 
turbines, valves, gates, penstocks and other essential equipment... 
both standard and special in design. 





merece 


ee: 


Let us bid on your equipment. Write us today for your copy of 
“Water Power Equipment.” 
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‘Gentlemen! We're Compelled to Tighten Our Belts!’ 


GOOD SUGGESTION: Use Electrified In- 


dustry to make calls on your most important 
customers, at 21¢ a call. Your power salesmen can 
tell you how this magazine helps them to maintain 
better-than-ever customer contact and to increase 


your net revenue. 


| BETTER SEND Today's Business to your leading 
store-and-office customers. It builds your commercial 
| revenues, helps modernize your communities. 


| ELECTRIFIED INDUSTRY ~~ y ER 


Martin Publications = 20 No. Wacker Dr., Chicago 6 
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Now -out of Chrysler Corporation...come 


the most rugged trucks ever built! 


Announcing new 


Dodge tt Trucks / 


The power line with full view desig 


NEW! Super Power-Dome V-8 engines—169 to 202 hp. 
the world’s most powerful low-tonnage V-8’s—and the ma 
dependable sixes! 

NEW! Full-view design with biggest wrap-around windshie 
of any make! Wrap-around rear window available, too! Y¢ 
get greater safety, easier handling! 


NEW! Higher payloads, new no-clutch transmissions, po 
steering and braking, fuel-saving overdrive! Plus smartly-styl 
interiors, colors, 2-toning! Over 100 new features! 

Now on display at your 
dependable Dodge 


Truck dealers! 


Ee OA 
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what are new plants made of? 














Into a new plant elo s(-1-] Me lare oe] [ok me lure! 
concrete—-machines and metals, 
five lal exon 7 -1ame late mulelal=\/a 


More important, however, is the skill, the 
experience and the resources of the planners 
and constructors. The engineering and 

: construction firm that stands behind the plans 
of a new plant may well hold the key 








to its future sucess. 


ON aS half-century of existence Ebasco 
tokw-1ale]lal-to14-16) and constructed more than 
two billion dollars of new plants. Ebasco can 
be brought into action the moment the need 
for new facilities is recognized——can cover 





every step from site selection, preliminary 
planning, engineering, actual consfruction, 
areal mmtalcolelelamlaliitelin o)(e lame) el-lcelilelan 


Our services are available, practically and 
economically, in building both large and small 
« projects. Every new plant handled by Ebasco 
7 receives the same quality engineering and 
. construction—-the mark of Ebasco projects 
¥ all over the world. : 
Our booklet—“The Inside Story of Outside Help” a, pe 
tells the Story of Ebasco and its services. \ Pic 
For a copy, without obligation, write ‘ 
Ebasco Services Incorporated, a we 


Two Rector Street, New York 6, New York. S 


NEW YORK + CHICAGO + DALLAS NS 
PORTLAND, ORE. - WASHINGTON, D. C. ‘ SSS 
% 

Appraisal * Budget « Business Studies * Consulting Engineering ‘ 

Design & Construction « Financial * Industrial Relations * Inspection mate 

& Expediting * Insurance, Pensions & Safety * Purchasing, « Rates Wma. 

& Pricing * Research * Sales & Public Relations * Space Planning 4 

Systems & Methods * Tax + Traffic * Washington Office Fi 
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Only when you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


’ Reports Commonwealth's specialists —with 
Business Surveys years of experience in financial work, 


A : | engineering, taxes, insurance, and the 
ppraisals 


many other phases of today’s business 
activity will analyze the many factors 
affecting the operations and future 
outlook of a given business or industry. 













As a preliminary to investment; to ob- _— 
tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for , 
sound executive decision. d 


*“*A man's judgment 
is no better 

than the facts 

at his command.. .”’ i 


GET THE FACTS! 








We invite your inquiry. Write for our booklet 
describing in detail the many services avail- 















able to you. 
Address: Department E : Ai 
INVESTIGATIONS § 20 Pine Street, New York 5, N.Y. ICs 
REPORTS | | : om 
FINANCING | 
g uo | 
meen TAXES Comore Sure Gur. 
INSURANCE = 
PENSIONS 
DEPRECIATION 
CONBULTING & DESIGN ENGINEERING COMMONWEALTH ASSOCIATES INC. "i 
RATES ; 
F h 
INDUSTRIAL & sina euaaiiea 20 Pine Sree, Mew York 5 NG. ist 
ADVERTISING fekin Michigan Wishinylon. DC | a 
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JUNE-JULY 





Thursday—23 


American Society of Me- 
chanical Engineers ends 5- 


Friday—24 


American Society for En- 


gineering Education ends 


Saturday—25 


National Homewares and 
Home Appliance Exhibits 


Sunday—26 


American Society of Test- 
ing Materials begins an- 





day semiannual meeting, 4-day annual meeting, State will be held, Atlantic City, nual meeting, Atlantic City, 
Boston, Mass. College, Pa. N. J. July 11-15. Advance N. Ff. 
notice. 
Monday—27 Tuesday—28 Wednesday—29 Thursday—30 
American Nuclear Society International Electrotech- Canadian Electrical Asso- New York State Motorbus 


begins annual meeting, 


nical Commission begins 


ciation ends 2-day annual 


Association begins annual 








State College, Pa. meeting, London, England. convention, Vancouver, summer meeting, Lake 
British Columbia, Canada. Placid, N. Y. 
JULY Saturday—2 Sunday—3 Monday—4 


Friday—1 


American Home Econom- 


Southeastern Gas Associa- 
tion will hold short course 
in gas technology, Raleigh, 


American Gas Association 
will hold board of directors 
meeting, Denver, Colo. 


American Trade Associa- 
tion Executives will hold 
meeting, Mackinac Island, 

















ics Association ends 4-day N. C. July 18-Aug. 13. July 29. Advance notice. Mich. Aug. 1-3. Advance 
meeting, Minneapolis, Minn. Advance notice. notice. 
Tuesday—5 Wednesday—6 Thursday—7 Friday—8 


Southeastern Electric Ex- 

change, Personnel Admin- 

istration Section, will hold 

meeting, Roanoke, Va. 

Aug. 11, 12. Advance no- 
tice. 





American Institute of Elec- 
trical Engineers will hold 
Pacific general meeting, 
Butte, Mont. Aug. 15-19. 
Advance notice. 





American Bar Association 
will hold annual meeting, 
Philadelphia, Pa. Aug. 22- 


26. Advance notice. 





National Association of 

Railroad and Utilities Com- 

missioners begins executive 

committee meeting, Chi- 
cago, IIl. 
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An Economic Appraisal of the Private 
Electric Utility Industry 


Here is an impressive survey of various economic in- 

dicia which indicate that continued adherence to orig- 

inal cost concepts has produced an end result which is 
unrealistic in the light of actual developments. 


By C. P. GUERCKEN* 


Foreword 

NE of the most important functions 

of management is the pricing of 

goods and services. In a free econ- 

omy, these prices reflect economic changes 
that take place from time to time, and 
management is free to set them at levels 
which encourage maximum market devel- 
opment at a profit. The record shows that 
the unregulated portion of American busi- 





*Assistant to vice president, Ebasco Services In- 
corporated, New York, New York. For additional 
personal note, see “Pages with the Editors.” 


ness had done this effectively even in a 
period of extreme inflation. 

With respect to prices in the utility field, 
the record also shows that never in the 
history of human accomplishment have 
people obtained so much for so little, large- 
ly because most of the benefits of progres- 
sive managerial technique and the “prog- 
ress of the art” have been handed to the 
consuming public. This has come about, in 
the main, through the mechanics of a regu- 
latory process that is completely unrealistic 
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in light of the nation’s inflated economy. 
Unless cognizance is soon taken of the 
economic facts of life and their applica- 
tion to public utilities, irreparable damage 
may be done to an industry which is vital 
to the nation’s economy, and it is inevitable 
that the ultimate public interest will suffer. 
The purpose of this article is to show 
that the continued regulatory adherence to 
the original cost concept, as practiced by 
most commissions in the rate-making proc- 
ess, has produced an “end result’ answer 
that is wholly unrealistic in the light of the 
severe inflation that has taken place. Con- 
sidering what the country has at stake in 
the continuing expansion and unlimited 
availability of electric power, it is clear 
that the financial well-being and sound fu- 
ture growth of the private electric utility 
industry is everybody’s concern and the 
interests of consumers and investors are 
identical. The suggested remedy to the 
above problem would cost the average 
residential customer about five cents a day, 
or an amount which is insignificant by all 
reasonable standards of fairness. 


U should be noted at the outset that the 
proposals described in this article are 
for rate-making purposes only. Conse- 
quently, it should not be inferred that the 
corporate books of account should be re- 
stated in terms of present values or that 
any other accounting adjustments should 
be made. Furthermore, the study deals 
with the private electric utility industry as 
a whole and, consequently, as far as indi- 
vidual company situations are concerned, 
there will be exceptions to conclusions 
reached in this article. 

Finally, while the article deals specifical- 
ly with the electric utility industry, the 
same economic reasoning and conclusions 
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are equally applicable to gas distribution 
companies, natural gas pipelines, telephone 
and transportation utilities, and, in fact, 
to all public service industries. 


Regulation, As Practiced, Is Not a 
Substitute for Competition 


HE statement has frequently been 

made, both by courts and commis- 
sions, that regulation is to the utilities what 
competition is to the unregulated segment 
of industry. That this is a fallacy is wit- 
nessed by the fact that while competition 
of the market determines the level of reve- 
nues for commercial and industrial enter- 
prises, regulation determines the maximum 
level of utility operating income by its re- 
lationship to an investment rate base. The 
fairness and adequacy of this return is 
often measured by a most imperfect yard- 
stick; namely, the current cost of money. 
Therein lies one of the fundamental weak- 
nesses of utility regulation, especially 
when the current cost of money is applied 
to an historical cost rate base. While the 
cost-of-money yardstick may have had 
some limited merit in periods of stable 
price levels, under today’s conditions of 
inflation and artificially low money costs 
the end result has been that the utility in- 
dustry tends to overstate, from an eco- 
nomic point of view, its already inade- 
quate income. Under the sheltering pro- 
tection of accounting regulation, based as 
it is primarily on original cost, much util- 
ity property is being taken without ade- 
quate compensation—and no one seems to 
care. 


An Analysis of Electric Utility Earnings 
And Rate of Return 


N order to determine the level of true 
economic earnings, it is essential that 
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current earnings be matched against cur- 
rent value of the property. One of the in- 
equities of original cost regulation is that 
current earnings are matched against an 
historical rate base wherein dollars of a 
much earlier, and more valuable, ‘“vin- 
tage” are combined with dollars having 
only half the purchasing power of the 
money committed earlier. 

The method of analysis used to deter- 
mine “real” economic earnings of the in- 
dustry was to reprice (for rate-making 
purposes only) the plant account of the 
class A and B electric utilities from 1937 
through 1954. This was done by applying 
the appropriate Handy Whitman Index of 
Public Utility Construction Costs to each 
year’s gross additions to plant and then 
correcting these annual additions by the 
appropriate mortality curves in order to 
obtain the surviving plant in each year of 


the period under review. The historical re- 
lationship of reserve to plant at original 
cost was used in computing the trended 
original cost rate base. In addition, there 
was added in each instance an amount for 
working capital, consisting of materials 
and supplies and cash, which was com- 
puted on the basis of forty-five days’ op- 
erating expenses, excluding purchased 
power expense. 


Rate Bases 


. i ‘wo possible rate bases are shown on 
Chart A (this page) : 


(a) The existing depreciated original 
cost rate base as calculated from the 
balance sheet of the private class A and 
B utilities, and, 

(b) A trended original cost rate base 
depreciated and priced at the average 
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level of materials, equipment, and labor 
costs experienced during each year for 
the period 1937-54, inclusive. 


The growing effects of inflation are no- 
where better illustrated than in the pro- 
gressive spread between the two rate bases 
from 1937 through 1954. While in 1937 
the electric utility industry’s rate base was 
understated by 19 per cent, with respect 
to the trended original cost, by 1954 this 
understatement increased to 31.5 per cent. 

Another important factor that emerges 
from this analysis of rate bases is that a 
very substantial amount of inflation has 
taken place since 1950 (or the mid-point 
in the postwar construction period) and 
that, consequently, the value of plant put 
into service between 1946 and 1950 has 
already suffered a large amount of capital 
erosion. 

Of the total plant in service today, 
$6.887 billion was installed between 1946 
and June 30, 1950. In 1954, the value of 
this plant, when repriced at the average 
1954 price level, amounted to $9.479 bil- 
lion, or an increase of 13.76 per cent. 
Conversely, the plant installed in the 
earlier period had, by 1954, suffered a 
depreciation of 27.3 per cent in capital 
values. 


hed with the plant installed from July 

1, 1950, to the end of 1954, in the 
amount of $11.626 billion, were it repriced 
at the 1954 average level of prices, it 
would cost $12.469 billion, or an increase 
of 7.2 per cent. In terms of the original 
cost rate base this means that it suffered 
a loss of capital values of 6.8 per cent, or 
a substantial amount considering the very 
short period. To look at it from a some- 
what different angle, had the industry been 
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allowed to earn at the rate of 6 per cent 
on the difference, it would have been some 
$50,000,000 better off in terms of income. 
This analysis, it is believed, should an- 
swer the frequently heard and erroneous 
contention (generally made by the pro- 
ponents of original cost) that any utility 
that has added enough plant since the war 
at inflated prices will somehow achieve a 
fair value rate base in the not too far dis- 
tant future. The fact of the matter is that 
the industry, having more than doubled 
its investment from 1946 through 1954, 
has only a slightly smaller understatement 
of the rate base today than it did in 1946. 
In terms of depreciated trended original 
cost, the net original cost rate base was. 
understated, in 1954, by 31.5 per cent 
while in 1946 the understatement amount- 
ed to 33.5 per cent, or a decrease of only 
two percentage points. Such have been the 
destructive effects of inflation. 


Rate of Return 


ty Chart B (page 743) are shown the 
rates of return earned by the class A 
and B utilities on a depreciated original 
cost rate base and a depreciated trended 
original cost rate base. It should be noted 
that operating income in this case is actual 
book income. While the trend of returns 
goes back to 1937, the following analysis 
concerns itself primarily with the period 
of expansion subsequent to World War II. 

One of the most significant disclosures 
of this chart is the decrease of both rates 
of return, both from 1937 to 1954 and 
from 1945 to 1954, inclusive. It will be 
seen that the return on net original cost 
dropped from 7.25 per cent in 1945 to 
5.50 per cent in 1954, or a decrease of 
1.75 percentage points. The incremental 
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return on the additional investment was 
only 4.20 per cent, or a rate which, had 
it been applied even to a “value”’ rate base, 
should be considered totally inadequate. 
It is important to note that the return of 
7.25 per cent, shown in 1945, was the re- 
sult of intensive and abnormal utilization 
of assets constructed prior to the war and 
with no substantial amounts of construc- 
tion during the war. This is certainly not 
the long-term pattern of earnings which 
the electric utility industry has experi- 
enced. 

With regard to the rate of return on 
trended original cost, the decline has been 
from 5.59 per cent in 1945 to 3.79 per 
cent in 1954. The incremental return over 
this period was 2.66 per cent, or a rate 
which is substantially less than bond in- 
terest. In order to restore income to a 6 
per cent return on a trended original cost 
rate base, electric operating revenues 
would have to be increased by $1.67 bil- 
lion, or an increase of 27.6 per cent above 
the 1954 level. Applied to the residential 
group of customers the average price per 
kilowatt-hour would have to be increased 
from 2.69 cents to 3.43 cents, or the ap- 
proximate level prevailing in 1945. That 
this increase is modest enough is witnessed 
by the fact that the average residential 
customer would pay only 5 cents a day 
more on his electric bill. 


Rate of Return with Both Rate Base and 
Depreciation Accruals Based on 
The Value Concept 


wan the foregoing analysis dealt 

with net original cost and net trended 
original cost rate bases, the following will 
consider, in addition, the rates of return 
which would be earned if the annual de- 
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preciation accruals, based on_ historical 
rates but adjusted upwards to correct for 
inflation, were applied in the determina- 
tion of electric operating income. As pre- 
viously noted, such adjustment would be 
only for rate-making purposes and, con- 
sequently, there would be no adjustment 
on the books of account. 


AY earlier United States Supreme Court 
decision’ specifically allowed the use 
of value in depreciation accruals, but 
the Hope Case disallowed its use.* This 
case was decided in 1944. The Handy in- 
dex for utility construction was 244 in 
that year. By July 1, 1954, it had risen 
to 490, or more than double that of the 
earlier period. The economic background 
of 1944, under wartime controls, was en- 
tirely different from that prevailing today. 
It can hardly constitute a valid or equita- 
ble yardstick for determining the end re- 
sult under present conditions. Conse- 
quently, it is the opinion of a number of 
lawyers who have made an intensive study 
of the economic and legal aspects of this 
matter that the Hope Case has not finally 
determined the question whether in infla- 
tionary times the allowance in a rate case 
for depreciation expense might properly 
be sufficient to make allowance for the 
changed value of the dollar. Other United 
States Supreme Court cases have spoken 
of the necessity of the allowance for de- 
preciation being sufficient to keep the in- 
vestment unimpaired. In spite of these 
attempts to “legislate economics,” the only 
way, in the long run, that the consumption 
of property can be measured in rendering 
service to the public is by the use of de- 





1 United R. & Electric Co. v. West, 280 US 234, 


PUR1930A 225. 
2 Federal Power Commission v. Hope Nat. Gas 


Co. (1944) 51 PUR NS 193. 
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preciation which measures the true eco- 
nomic costs of doing business. Both Britain 
and Sweden, with their government-owned 
telephone service, have acknowledged this 
fact. 


HAT the rates of return have been un- 

conscionably low can be seen from 
Chart C (page 743) which shows the 
trends for net original cost rate base (with 
economic depreciation) and the net trend- 
ed original cost rate base from 1937 
through 1954. 

The return on the trended original cost 
rate base dropped from a war peak of 4.76 
per cent in 1945 to 2.73 per cent in 1954. 
The incremental return was 1.45 per cent 
during this period. In order to restore 
earnings to a 6 per cent rate of return, 
electric operating revenues would have to 


be raised by 39.2 per cent over the 1954 
level. Under such an increase, the residen- 
tial customer would have to pay an addi- 
tional 7 cents a day while his average cost 
per kilowatt-hour would increase from 
2.69 cents to 3.74 cents. 


An Analysis of Economic Income 


| the foregoing considerations it 

will be seen that not only have the eco- 
nomic rates of return been totally inade- 
quate, but, at the same time, book income 
does not accurately depict the economic 
facts affecting the business. This, of 
course, arises from the fact that for rate- 
making purposes the annual depreciation 
allowance has been computed on a basis 
of original cost rather than an economic 
or present value basis. 
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What is depreciation? In this connec- 
tion it is of interest to consider what the 
Federal Power Commission and the Na- 
tional Association of Railroad and Utili- 
ties Commissioners have to say about it 
in the chapter of definitions in the “Uni- 
form System of Accounts.” It says in part: 


9 


“Depreciation,” as applied to depre- 
ciable electric plant, means the loss of 
service value not restored by current 
maintenance, incurred in connection 
with the consumption of prospective 
retirement of electric plant in the course 
of service from causes which are known 
to be in current operation and against 
which the utility is not protected by 
insurance. (Italics supplied.) 


It should be noted that the whole defi- 
nition is geared to value and property. 
Even the statement about insurance points 
the way to present value rather than to 
historical cost, for it is a well-known fact 
that prudent businessmen have increased 
their insurance coverage to correct for the 
effects of inflation on property values. 
Yet, in spite of all that, many regulatory 
commissions have chosen to call value 
cost and, in effect, to amortize nominal 
dollars rather than to follow the clear in- 
tent of the definition which calls for the 
depreciation of property under a value 
concept. 


O* Chart D (page 745) is shown the 
electric utility operating income from 
1937 through 1954, first, as it actually is 
per books based on original cost annual 
depreciation accruals; and, second, eco- 
nomic income with depreciation accruals 
based on a trended original cost rate base. 
The significant feature of this chart is, 
of course, the growing spread in the over- 
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statement of income between operating in- 
come based on original cost and income 
based on the recovery of economic costs. 
The growing effect of inflation and the 
patent weakness of original cost account- 
ing are nowhere better shown than in the 
increasing “spread” between 1937 and 
1954. 

While in 1937 the excess of income 
based on net original cost over trended 
original cost amounted to $60,000,000, or 
9.1 per cent, by 1954 this had grown to 
$385,000,000, or an overstatement of 
39.1 per cent, an amount which is far 
larger than the retained earnings for that 
year. The total overstatement of operat- 
ing income was $3.40 billion, or 28.5 per 
cent, during the eighteen years under 
review. 

On Chart E (page 747) is shown the 
trend of net income, both on original cost 
and trended original cost. As one would 
expect, the overstatement of net income 
on original cost is even greater percentage- 
wise than in the case of operating income. 
Thus, in 1937, the overstatement of net 
income on a book basis, in relationship to 
a trended original cost net income, 
amounted to $60,000,000, or 13.4 per cent. 
By 1954 the overstatement amounted to 
$385,000,000, or 50.1 per cent. 


Or Chart F (page 747) is shown the 

trend of the amount available for 
common under the two bases of original 
cost depreciation and economic deprecia- 
tion accruals. It will be seen that while in 
1937 the overstatement of net original 
cost over trended original cost was 18.6 
per cent, by 1954 this had risen to 62.2 
per cent. This again shows the tremendous 
effect of inflation and the need for a more 
reasonable level of earnings which are con- 
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sistent with current economic conditions. 

Another important factor which this 
chart discloses is that, had economic de- 
preciation been used, dividends paid since 
1947, on a trended original cost rate base, 
would have been in excess of the amount 
available for common. From 1937 through 
1946, while no substantial amount of divi- 
dends were paid out in excess of the 
amounts available for common, yet, by 
the same token, nothing was set aside to 
surplus. 

The trend of annual accretions to 
surplus is shown on Chart G (page 
749), and from it can be seen that capital, 
in the economic sense, has been steadily 
dissipated because of regulatory account- 
ing conventions and the insistence that 
original cost is the only measure of the 
consumption of capital. 


The “Free Market’ Adjustment 
To Inflation 


 igenaeenen enterprises, operating in a 

free competitive market, have been able 
to adjust themselves to the mounting pres- 
sures of inflation and to recover the eco- 
nomic costs of capital. This has not been 
the case with the electric utility industry. 

In spite of the deficiencies of the tax 
law which permits the recovery of only 
original cost, U. S. industry as a whole 
has been able to price its goods and serv- 
ices at a level where substantially all the 
costs of “doing business” are recovered 
from the ultimate consumer. 

On Chart H (page 751) are shown the 
annual retained earnings and depreciation 
accruals of U. S. industry as a whole, of 
the class A and B electric utilities, and a 
plotting of the gross national product. 
This was done in order to indicate the 
relative growths of the internal sources 
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of capital with the over-all growth of the 
national economy. All these items are 
shown in terms of current dollars and are 
indexed on the basis of 1937-41 = 100. 
It is believed that, for all practical pur- 
poses, these relationships are sufficiently 
accurate to permit the derivation of mean- 
ingful conclusions. Since there have been 
no shortages of power it is safe to assume 
that the electric utilities have grown at 
least as fast in terms of physical capacity 
as the rest of the American industry. 
While the internal sources of capital are 
in terms of current dollars, so is the gross 
national product and, hence, apart from 
any difference in the values of the deflators 
which would be used to bring both func- 
tions to dollars of constant purchasing 
power, these series are reasonably com- 
parable as measures of growth. 


i ns relationship of depreciation and 
amortization to GNP shows that in- 
dustry as a whole, while still below the 
index of GNP, is beginning to approach 
it. It is significant that while the industrial 
depreciation index “tracked” that of the 
utilities until 1946, it is with the rise of 
inflation beginning with 1946 that indus- 
try as a whole, with its flexible deprecia- 
tion policies and shorter-lived plant, out- 
stripped the index of utilities and began 
to approach the GNP index in 1954. On 
the other hand, the utility index, which 
was 81 index points behind the GNP index 
in 1946, fell behind to the extent of 138 
index points in 1954. 

As to the 1946-54 postwar average, it 
should be noted that while the index of 
GNP amounted to 297, that of all indus- 
tries stood at 233, or 21.5 per cent lower. 
The equivalent figures for the electric 
utility industry amounted to an index of 
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176, which was 40.7 per cent lower than 
the GNP index. 


U is the ability of industry as a whole 
to set aside sufficient retained earnings 
from adequate revenues that distinguishes 
it from the private electric utilities. In 
fact, any deficiency in depreciation accru- 
als has been compensated by increasing 
retained profits. Thus, while the average 
of retained profits for industry as a whole 
stood at index of 645 from 1946 through 
1954 compared to an index of 297 for the 
GNP, that of the utility industry amount- 
ed to only 237 for the same period. 

The last chart in this series, which 
shows the total sources of internal capital, 
demonstrates the fact that all industries 
have, through their dynamic pricing poli- 
cies, overcome the effects of inflation. In 
fact, since 1946 this segment of the econ- 


omy has been consistently ahead of the 
GNP. On the other hand, the private elec- 
tric utility industry has lost ground. In 
1946 the utilities lagged by 63 index 
points while by 1954 this had increased 
to 108 points on the index scale. It is sig- 
nificant that for the period from 1946 
through 1954 the all-industry index was 
21 per cent above the GNP while electric 
utilities were 36 per cent below. 


Skew foregoing analysis of the situa- 
tion of the electric utilities may well 
lead to the question of why, if the industry 
is facing problems stemming from the 
application of original cost regulation, 
both the institutional and individual in- 
vestor is still willing to commit his funds 
to that business. 

There are several possible answers to 
this question. Among these are: 
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1, The investor currently entering 
the utility market does so in the ex- 
pectation that inflation has run its 
course and that, as a consequence, he 
will fare better than the investor who 
entered the market in 1939. In other 
words, it is the philosophy of “It can’t 
happen to me.” 

2. The present investor is interested 
primarily in current yields and, to a 
lesser degree, in longer-term capital ap- 
preciation. 

3. The relative stability of the utility 
industry makes its securities attractive 
to those investors who seek primarily 
safety of income and who, as a conse- 
quence, are prepared to accept nominal 
dollars rather than dollars which reflect 
inflation. 

4. The erroneous belief that public 
regulation somehow brings a degree of 
investment security. 


An important corollary of the foregoing 
is that even if a modest amount of relief 
can be obtained under the regulatory proc- 
ess, both the present and the past investor 
will receive only some of the benefits which 
are justly theirs. 


The Case against the Cost-of- 
Money Theory 


— principal weakness of the regu- 
latory process has been the almost 
complete reliance on the cost-of-money 
theory. Even those jurisdictions that have 
given some recognition to the so-called 
rate of return have done nothing more 
than “dress up” the bare-bone costs of 
money to a minimum point that would 
conceivably pass the scrutiny of a judicial 
review. 

The fact of the matter is that the cost 
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of money, as frequently computed, is so 
low (even to a utility with an indifferent 
earnings record) that even a fairly sub- 
stantial increment over and above the 
straight cost of money would be inade- 
quate to give a utility the earnings needed 
to cover all the economic costs of doing 
business or to reflect the value of service 
supplied to the public. 

The industry, the commissions, and the 
courts should face squarely the fact that 
the infirmities of the cost of money the- 
ory, and its method of application, make 
it a confiscatory yardstick of regulation. 
Furthermore, there is no reason to think 
that time will cure this situation. It is 
the considered judgment of experts in the 
field of monetary policy that, because of 
the tremendous national debt, money rates 
will remain low and that, consequently, 
money will continue to be cheap to cor- 
porations. 

One of the principal weaknesses of the 
cost-of-money theory, as it is currently 
applied, is that it does not measure the 
fairness of the allowable return to the 
existing investor who is irrevocably com- 
mitted to the enterprise in dollars of totally 
different purchasing power. The cost-of- 
money theory does not do that since it 
can be fair only to the investor about to 
enter into the business with dollars of 
much lower purchasing power. In effect, 
the application of the cost-of-money doc- 
trine results in confiscation of utility prop- 
erty underwritten by the older investors. 


NOTHER grave defect is that in periods 

of prosperity, such as the one which 

the national economy has enjoyed since 
World War II, money rates have tended 
to decline and with them, of course, the 
allowable return to utilities. Consequently, 
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the application of the cost-of-money the- 
ory by many commissions has tended to 
depress earnings at a time when customers 
are best able to pay for utility service. 
The end result of this situation is that the 
utility industry has been unable to partici- 
pate in the general prosperity of the econ- 
omy or to set aside sufficient funds for a 
“rainy day.” Conversely, under the cost- 
of-money theory, in a period of recession 
and of falling stock market price, the re- 
sulting increase in the earnings-price ratios 
and the consequent increase in the allow- 
able rate of return may be of no benefit 
to the utility since it may be impractical, 
from a business point of view, to raise 
rates in periods of depression. This was 
amply demonstrated during the 1930’s. 

Since the cost of money is based pri- 
marily on the market appraisal of securi- 
ties, a substantial infirmity is introduced 
into the so-called “yardstick” by which 
utilities have to measure their earnings. 
This condition arises from the fact that, 
generally speaking, the market’s appraisal 
is confined to a small percentage of the 
total stock outstanding. In other words, 
the valuation of all the stock is based on 
the valuation of a few hundred shares 
daily whereas the total capitalization of a 
particular utility may run into several mil- 
lion shares. It should be noted that with 
such companies as the Consolidated Edi- 
son Company of New York and the Amer- 
ican Telephone and Telegraph Company, 
the turnover in 1954 amounted to around 
5 per cent of the stock outstanding. 


peel the cost of money is based on 

earnings, and to that extent it should 
not be forgotten that the Supreme Court 
itself condemned the use of earnings cri- 
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teria as a method of setting a new level 
of earnings as being circular in nature and 
hence self-defeating in purpose and effect. 
Yet, in spite of all this, the cost-of-money 
component is still considered by many as 
being the only factor involved in the de- 
termination of the rate of return. 

The foregoing analysis illustrates the 
fact that the cost of money (a term which 
has become almost identical with most 
commissions’ thinking as the rate of re- 
turn) is a “yardstick” of far less than 36 
inches. It would appear that the cost-of- 
money approach as a means of obtaining 
fair and adequate earnings will not pro- 
duce results in keeping with the needs of 
the times. Present regulatory thinking 
seems to be effectively insulated from all 
consideration of giving the old investor 
already committed some relief from the 
inroads of inflation or from reflecting in 
the level of earnings of the utility industry 
the value of service it supplies to the pub- 
lic. The only hope of relief that the utili- 
ties have lies in the adoption of a fair 
value rate base. Through it the funda- 
mental weaknesses of the cost-of-money 
theory can be partially overcome while, at 
the same time, some recognition can be 
given to the value of service supplied by 
the nation’s private electric utility in- 
dustry. 


Present Value—A Fair and 
Equitable Solution 


6 ew increasing burden of national debt 
and the concomitant policies of cheap 
money have both tended to produce infla- 
tion or loss of purchasing power of the 
dollar. In terms of goods and services, the 
dollar today is worth only 53 cents com- 
pared to the 100-cent dollar of 1939. 
Unregulated industry, or that portion 
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of the American economy which has its 
prices set by the market place concept of 
value, has been able to increase its prices 
accordingly and thus place the burden of 
its inflated costs squarely on the shoulders 
of the consumer. 

The consumer, in turn, because of the 
higher wages and greater availability of 
credit, has been able to purchase these 
goods and services in ever-increasing 
amounts. That there has been no “buyer’s 
strike” is witnessed by the fact that the 
gross national product, or the sum total 
of the nation’s economy output in terms of 
constant 1947 dollars, has increased from 
$157.5 billion in 1939 to $306.6 billion in 
1954, or an increase of 95 per cent. In 
the same period, total kilowatt-hour sales 
of the private class A and B utilities went 
up 223 per cent. The relationship of the 
two increases is significant in that it indi- 
cates the underpricing of electric utility 
service in relationship to the over-all eco- 
nomic price level. The extent of this under- 
pricing is indicated by the fact that while 
food and clothing went up 130 per cent 
and 51 per cent, respectively, from 1939 
to 1954, the cost per kilowatt-hour of resi- 
dential electric service fell from 4 cents 
to 2.69 cents, or a decline of 32.7 per cent. 


HE foregoing situation is, of course, 
the end result of applying the current 
low cost of money to an original cost de- 
preciated rate base. There could be some 
justification if the historical cost of money 
were applied to a historical rate base, but 
to apply the present cost of capital to such 
a rate base is to compound an injustice and 
to sanction the taking of property without 
due process. 
The impact of inflation on utility prop- 
erty is particularly severe. Since that prop- 


erty is long-lived, it means that the utility 
investor has committed his funds in pe- 
riods when the purchasing power of the 
dollar was twice what it is today. Or to 
put it in other words, the investor of 1939 
has, at this moment, twice the property 
for each dollar invested compared to the 
investor today. 

The valuation of industrial plant is au- 
tomatically set at the present value through 
the action of pricing policies of the free 
competitive market. Since market pricing 
is on a value basis, the plant of such in- 
dustrial enterprises is also on a value basis. 
More often than not, in making a physical 
appraisal of an industrial plant for either 
sale or merger purposes, it is significant 
that the valuation is set on a trended origi- 
nal cost less depreciation basis using the 
current price levels. 

Since, under utility regulation, the level 
of operating revenues is set by what is 
sometimes called the “cost-of-service” 
computation which includes a “fair” re- 
turn on the property devoted to public 
service, the only way that an element of 
value can be injected into the price level 
of the utilities is by having a value rate 
base on which a fair return can be earned. 
In addition, in order to maintain the in- 
tegrity of the property, depreciation allow- 
ances must be set at a point where the 
consumption of property (i.e., loss in 
service value as defined by the FPC and 
NARUC), in terms of current dollars, is 
recouped. 


Sen fundamentals of utility regulation 

have been almost forgotten. The first 
is that what is regulated by the commis- 
sions is property and not investment; and 
the second is that value is still the law of 
the land. The frequently quoted Hope 
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Case, which some people have erroneously 
construed as ending fair value, decided 
merely that a federal commission did not 
violate the federal Constitution if it fixed 
rates on the basis of net investment. The 
Hope Case does not govern the interpreta- 
tion of a state statute requiring the con- 
sideration of value in the determination 
of a rate base. At the state level, 36 of 
the 42 states, where public utility laws pro- 
vide for regulation of electric utilities, per- 
mit a demonstration of value for rate- 
making purposes. In addition, four states 
have no specific legislation precluding a 
demonstration of value and presumably 
fair value evidence could be offered. 

The language used in these state laws 
with respect to value findings varies from 
“shall consider evidence of present value” 
through “may consider evidence of pres- 
ent value” to “every fact which in its judg- 
ment may or does have any bearing on 
such value.” It is unfortunate that, in view 
of such provisions, the industry has al- 
lowed its legal rights to go by default by 
strained interpretation. 


KY where recognition of fair value 
has been accorded to individual com- 
panies the increases have been modest, 
amounting to only 10 per cent to 30 per 
cent above the net original cost rate base. 
Recently, such increases have tended to be 
the lower of the two figures mentioned. 
Considering that inflation, since 1939, has 
cut the purchasing power of the dollar in 
two, a 10 per cent increase in the original 
cost of the plant can hardly be considered 
fair value on any equitable basis. Another 
unsatisfactory element in the determina- 
tion of fair value is that the annual de- 
preciation accruals are based on original 


cost. Not only is there a lack of logic in 
this approach but, unless and until the an- 
nual depreciation accruals are also based 
on economic consideration, there will be 
an erosion of capital through the payment 
of dividends not fully covered by true 
earnings. 

Within the last three or four years the 
inadequacy of the original cost rate base 
in terms of inflation has been recognized 
by a number of state court decisions. 

While this affirmation of the fair value 
principle is a step in the right direction, 
the question can well be asked as to when 
will the regulatory system generally evalu- 
ate value with greater regard to purchas- 
ing power? Must there be drastic inflation 
wherein the dollar is arbitrarily devalued 
by legislative action? In such countries as 
France, Chile, Mexico, Brazil, and others, 
where inflation has reduced the purchas- 
ing power of currency to a fraction of 
former values, utilities (particularly in 
Mexico) have been permitted to revalue 
their plant account on a current cost basis. 
The question, of course, is how far does 
the course of inflation have to run in this 
country before some recognition is given 
to the fact that the purchasing power of 
the dollar is only a fraction of what it was 
fifteen years ago. 


_ commissions and management 

must squarely face the issue that the 
present trend cannot continue without 
permanently impairing the financial health 
and stability of the public utility industry. 
Not only must there be an understanding 
of the problems of inflation, as they affect 
the industry, but also of the problems 
which each must face in its own field of 


activity. 
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Reactor Insurance Risks 
Stull Unsolved 


Atomic development for peacetime purposes already has run into 
a number of stubborn problems which have nothing to do, PER SE, 
with the technical aspects. One of these problems is the require- 
ment of adequate insurance coverage. Public service facilities of 
all kinds must be adequately insured against all reasonable and 
foreseeable risks so as to protect the public in acontinuity of service. 


By HERBERT M. BRATTER* 


N the threshold of atomic power for 
peace the utility industry faces 
inter alia the important question of 

casualty insurance against claims from the 
general public in the event of a plant dis- 
aster. The problem is of a nature and mag- 
nitude never previously encountered. It 
is now being intensively studied by all con- 
cerned: the utilities and reactor builders, 
the insurance industry, and the Atomic 
Energy Commission. The problem has 
been brought to the fore by last year’s 
legislation, opening the door part way for 
industry to develop and use the products 
of atomic energy. 





*Free-lance writer, resident in Washington, D. C. 


The AEC itself has a 5-year reactor re- 
search program under way, one of the ob- 
jects being improved safety devices. The 
results of the AEC program will be made 
available to private industry. Detroit Edi- 
son and Consolidated Edison have an- 
nounced separate plans to erect nuclear 
plants while Babcock & Wilcox plan to 
make reactor equipment for sale to in- 
dustry here and abroad. 

A glance at the insurance problem dis- 
closes its impressive magnitude. While 
there has never been a fatality in the op- 
eration of the U. S. government’s atomic 
program, the costly accident in 1952 at 
Canada’s Chalk River atomic experiment 
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station—described in the March, 1955, 
Reader’s Digest—showed that accidents 
are possible. Given the nature of the risks, 
which are varied, the claims which might 
be brought against a private reactor sta- 
tion in a populated area potentially could 
be far beyond the capacity of a utility and 
perhaps of the insurance industry to meet. 
All signs point to the need for federal gov- 
ernment participation in the insurance 
protection. But before legislation to that 
end can be introduced, some measurement 
of the insurance problem’s dimensions 
must be essayed; and this is being done. 


a problem, as seen on Capitol Hill, 
was described in January by the then 
chairman of the Joint Committee on 
Atomic Energy, Representative Cole 
(Republican, New York), as follows: 


For its own part, the Congress now 
faces two problems of great importance 
for the future of the atomic power in- 
dustry, and I hope it will lose no time 
in considering them. I refer to the prob- 
lem of securing adequate insurance for 
private firms wishing to build atomic re- 
actors, and the problem of providing 
adequate incentives for those willing to 
risk private moneys in this new field. 

Companies exploring the possibility 
of building atomic reactors have dis- 
covered that they are unable to obtain 
adequate insurance against the remote 
possibility of a major reactor accident, 
such as could conceivably result in the 
radioactive contamination of a large 
area. I emphasize that this danger is 
exceedingly remote. Our nation now has 
twelve years of experience in operating 
atomic reactors, and there has yet to be 
a single fatality—or indeed a serious 
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injury of any kind—caused by a reac- 
tor breakdown. Yet in the unlikely 
event of a serious reactor failure, the 
resulting claims might come to huge 
sums, and it is easy to understand the 
reluctance of an insurance company to 
issue a policy against such contingen- 
cies. 

Most businesses can buy insurance 
against the greatest damage which their 
operations could incur. Other businesses 
take that possibility merely as one of 
the risks in doing business. In such 
cases, the companies assume the risk of 
normal losses for the possibility of mak- 
ing normal profits. I point out, however, 
that if an electric company owns and 
operates an atomic reactor, it would 
make a regulated profit while running 
the risk of incurring an abnormally 
large loss. 

I earnestly hope that the Congress, 
giving due regard to the views of the 
executive branch and representatives 
from private industry, will give early 
attention to this question. May it be, for 
example, that the government, in return 
for fair premiums, should take on part 
of this insurance burden? If so, how 
would we administer such a program 
from an actuarial standpoint? Would 
it be desirable for private insurance 
companies to secure reinsurance from 
the government? If so, what type of 
arrangement would be fair to both par- 
ties? Such questions are as difficult as 
they are important, and the Congress 
should lose no time in studying them. 


HE matter of insurance was discussed 
by several witnesses during the Joint 
Committee’s hearings in February and 
March. General Electric Company’s vice 
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president, Francis K. McCune, expressed 
concern about the inability to obtain ade- 
quate insurance for atomic risks. That in- 
ability might impede adequate financing 
and widespread and rapid development, he 
said. He called the problem one of great 
importance, solution of which was not 
clear. 

Another witness, GE’s director of re- 
search and chairman of the NAM’s sub- 
committee on atomic energy, Dr. C. G. 
Suits, testified at some length. Risks are 
part of the normal cost of doing business, 
Dr. Suits said; but atomic risks may well 
be regarded as abnormal. Compared with 
the latter, those involved in the Texas City 
disaster or the accident in the Chicago 
power station were minor. A reactor ac- 
cident with escaping fission products could 
be a real catastrophe. The witness elabo- 
rated: 


. The potential damage might be 
much greater in dollar magnitude than 
the net worth of the station operator 
or the manufacturers of the generating 
equipment and auxiliaries, and hence 
self-insurance is not possible. Insurance 
companies have thus far not been will- 
ing or able to write insurance for this 
extraordinary risk. From an insurance 
standpoint this kind of an accident is 
extraordinary in two respects. First, 
careful design and proper location of 
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reactor plants will reduce the probability 
of serious atomic accident almost to 
zero. Secondly, however, if extremely 
improbable combinations of circum- 
stances should occur, leading to a seri- 
ous accident, the resulting damage 
claims might be very great. It is this 
extremely improbable but not entirely 
negligible accident for which insurance 
has thus far been sought unsuccessfully. 

It should be emphasized that there is 
no unwillingness on the part of industry 
realistically to face up to the unusual 
risks of the atomic power business, but 
from the nature of these risks this pro- 
tection must be accomplished by insur- 
ance. No company has thus far been 
willing or able to write the required in- 
surance. The solution of this problem is 
very important to the future develop- 
ment of atomic power and must be faced 
realistically. 


yo there are risks in the program 

and they should be insured against, 
it is possible to become unduly concerned. 
There is some reassurance in statements of 
AEC officials. One example is the testi- 
mony of Dr. Willard F. Libby, member 
of the AEC. According to him the re- 
markable safety record of reactors in this 
country makes it “obvious that reactors 
can be made sufficiently safe for industrial 
applications.” Past safety is attributable 


“On the threshold of atomic power for peace the utility indus- 
try faces INTER ALIA the important question of casualty insur- 
ance against claims from the general public in the event of a 
plant disaster. The problem is of a nature and magnitude 
never previously encountered. It is now being intensively 
studied by all concerned: the utilities and reactor builders, the 
insurance industry, and the Atomic Energy Commission.” 
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to careful design and meticulous attention 
to operating procedures. Also, the location 
of each reactor was carefully considered. 

Dr. Libby discussed the safeguards 
which have been provided through self- 
regulating features, reactor safety sys- 
tems, and containment. The hazards can 
be evaluated only by pondering the vari- 
ous mechanisms whereby some of the fis- 
sion products contained in the reactor may 
be discharged into the atmosphere. Dr. 
Libby’s list includes: melting of fuel upon 
loss of coolant, power transient, chemical 
reactions, and sabotage. These risks con- 
cern neighbors and the wider public. In 
addition there are the risks, exemplified 
by the Chalk River incident, whose effects 
are confined to the reactor operation itself, 
such as the problems of costly decon- 
tamination. To study these risks the AEC 
has an advisory committee on reactor safe- 
guards. On that committee the insurance 
industry is represented through Colonel 
Reuel C. Stratton of The Travelers In- 
surance companies. 


agape to Colonel Stratton, the 
Home Office Life Underwriters As- 
sociation led the way by permitting the 
development of a coding system acceptable 
to the Atomic Energy Commission, which, 
virtually, so penetrated security that im- 
mediately better than 97 per cent of all 
persons working in AEC plants were able 
to purchase their desired coverage in a 
manner similar to and at the same cost as 
if they were not working in a plant sub- 
jected to radiation. Since then, through 
continuous resurveys and the application 
of codings, together with the development 
of a reasonable quantity of actuarial ex- 
perience, underwriting requirements have 
been lessened until today better than 99.7 


JUNE 23, 1955 





758 


per cent of all persons working in AEC 
installations can obtain their insurance ex- 
actly as if they were working in an or- 
dinary industrial plant. In addition, the ac- 
cident and health insurance associations 
adopted a few years ago the same codings 
and attitude and are agreeing with this un- 
derwriting leniency. 

Thus, the life, accident, and health com- 
panies have carried forward a program 
evaluating the possible additional risk cre- 
ated through the introduction of nuclear 
energy into large plants; they have dur- 
ing the past years continuously collected 
statistical data and in a forward-looking 
manner have been able to absorb the ex- 
posure in a normal manner and at a nor- 
mal cost. There is no apparent reason why 
such an attitude should not continue. 


HE main essentials in guarding 

against environmental contamination 
are listed by the AEC as time, distance, 
shielding, and containment. All radioactive 
substances decay and in time become harm- 
less. The time required varies from a frac- 
tion of a second to a generation. Dr. John 
C. Bugher, AEC’s director of the division 
of biology and medicine, assures us: 


That it is perfectly feasible to live 
and work with vast amounts of highly 
radioactive substances has already been 
demonstrated in the plants of the AEC 
itself. In some of these plants, the work- 
ers manipulate safely radioactive ma- 
terial equivalent to thousands of tons 
of radium. Not only has radiation in- 
jury been almost negligible in the atomic 
energy industry but the climate of 
radiological safety has resulted in bet- 
ter care with respect to hazards of all 
kinds so that the safety record of the 





SE LL a Ee 


(UM 


REACTOR INSURANCE RISKS STILL UNSOLVED 
Ne 











The Insurable Risk of Atomic Plants 


“. . the commercial production of electric power from atomic fuels in- 
volves casualty hazards new in nature and magnitude when compared with 
past commercial experience. The dimensions of the insurance problems 
are not fully clear to the public utility or the insurance industries. Appraisal 
of the problems’ dimensions depends on study by all concerned and in- 
volves the downgrading of heretofore secret AEC facts and figures.” 








AEC has merited special recognition. 
Difficult as the problems are, there is no 
occasion for fear that this record can- 
not be continued in the expanding 
atomic energy industry which may form 
one of the bases of our industrial and 
social structures within a comparative- 
ly few decades. 


| oh to last September AEC and Man- 
hattan Engineering District contrac- 
tors had had to make workmen’s compen- 
sation payments in only ten radiation 
cases, none of them classifiable as an occu- 
pational disease. From its complete data 
on contractors’ experience AEC concludes 
“that one may be safer in an atomic en- 
ergy plant than in many other industrial 
plants.” This is the situation at its best. 
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At its worst, however, damage could be 
of huge proportions. For that picture turn 
to George L. Weil’s article in Science for 
March 4, 1955. Mr. Weil reports that fis- 
sion products inhaled or ingested are from 
3,000,000 to 2 billion times more toxic 
than chlorine, the most potent common in- 
dustrial poison. Yet they cannot be de- 
tected by the senses. Moreover, nonlethal 
doses may produce permanent injuries not 
becoming evident for many years. 

Further, we learn that a nuclear power 
plant has a built-in capacity for self-de- 
struction in a fraction of a second. Ex- 
amining the consequences of a nuclear 
power plant running away under the most 
pessimistic circumstances leads to alarm- 
ing possibilities. Under certain conditions 
a plant’s nuclear output might double each 
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thousandth of a second, ending in an “ex- 
plosion” that would release a cloud of 
radioactive fission products. The conse- 
quent fall-out on the plant property would 
be one of the least of the consequences. 
Assume that the cloud moves slowly over 
a residential and industrial area and is sub- 
jected to a rainstorm. Thousands of peo- 
ple, their gardens and farms and their 
water supply would be affected. The whole 
area would have to be evacuated; its busi- 
nesses shut down. 

While these dangers may be minimized 
by precautionary measures, the latter will 
add to the cost of the plant and its opera- 
tion. 


_ insurance industry is in touch with 

the AEC not only through Colonel 
Stratton but also through a recently cre- 
ated informal committee. In March a 
group of ten insurance executives, having 
already been checked for security, had a 
2-day briefing at the AEC in Washington. 
At this writing members of the group are 
visiting various reactors to gather infor- 
mation necessary if the industry is to en- 
gage in insurance of private reactor op- 
erations. It is intended that the group will 
issue an unclassified report on its findings 
for the use of the insurance industry. At 
the same time, industry as a whole needs 
to assess the insurance problem; and it is 
doing so through the Atomic Industrial 
Forum and the National Industrial Con- 
ference Board, both with headquarters in 
New York city. 

Liberty Mutual Insurance Company, the 
largest mutual casualty concern, is now 
building a radiation control laboratory to 
study the problems posed by industrial use 
of radioactive materials. The laboratory 
is to be finished by November. Announc- 
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ing its plans, the company stated that “In 
the field of electric power it is estimated 
that 50 per cent of new plants will be of 
the atomic type within twenty years.” 


_ public utility reactor plants ap- 

proaching reality, life, accident, and 
health insurance companies have been 
studying and evaluating risks so as to en- 
able individual employees to obtain per- 
sonal protection at normal cost. So long 
as the government, under the original 
Atomic Energy Commission law, as- 
sumed the risks, the writing of such in- 
surance offered no problem to the insur- 
ance companies. Under the revised law 
the licensee for industrial power purposes 
must take the risk or insure it. As the 
use of reactors grows, the risks will grow. 
To quote Colonel Stratton : 


A nuclear reactor of the power pro- 
duction type will not explode although 
it might suffer such a release of energy 
that the installation might be destroyed 
locally. Fortunately to date no such epi- 
sodes of any magnitude have occurred. 
Naturally, the industry is attempting to 
design and install so that such occur- 
rences will not happen. It is the catas- 
trophe features of such a suspected oc- 
currence which becomes the chief prob- 
lem for the insurance industry. Rate 
making becomes difficult. The insurance 
industry must be prepared and face the 
fact some persons exposed to radiation 
may not show evidence of the exposure 
for years thereby introducing the ques- 
tion of deferred liability. Confusion has 
been added by the demand of some in- 
dustrialists that they be permitted to 
purchase amounts of insurance not only 
far in excess of their normal quantity 
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but far and beyond the underwriting 
ability of the insurance industry. Even 
the exposure under Workmen’s Com- 
pensation is changed as all of the em- 
ployees at a power reactor installation 
may be exposed to a single fatal event 
which is not usual in present-day in- 
dustry. To be sure such an event would 
endanger also employees of neighboring 
plants and the persons and property of 
the public. 


Standards and Codes 


_ many standards and codes 

have been promulgated both by gov- 
ernment and private agencies, compliance 
with such standards will be helpful only 
so long as they are maintained in an ex- 
tensive and up-to-date form. 

Greater legal force might be accorded 
such codes if they were enacted as law 
by state or federal governments. The re- 
sulting rigidity in standards might be ob- 
jectionable, however. 

Plans for the construction of atomic re- 
actors under government contract are now 
reviewed by the advisory committee on 
reactor safeguards of the AEC. The body 
operates, however, without express statu- 
tory authority, and the precise legal effect 
of its decisions is uncertain. 
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“WitH public utility reactor plants approaching reality, life, 
accident, and health insurance companies have been studying 
and evaluating risks so as to enable individual employees to 


While compliance with codes will con- 
stitute some evidence of due care, viola- 
tion thereof may also be taken as per se 
proof of negligence. 


Subsidiaries 


Another device which has been dis- 
cussed is the isolation of atomic activities 
in a subsidiary corporation so as to limit 
possible recovery to the assets of the sub- 
sidiary. Two difficulties must be consid- 
ered: First, unless the subsidiary is given 
a freedom which will virtually prevent 
effective control by the parent, the courts 
may “pierce the corporate veil” holding 
that the substantial identity of the parent 
and subsidiary is such as to permit recov- 
ery against both. Second, those employees 
assigned to the subsidiary might resent the 
“second-class of citizenship” which might 
result from their separation from the par- 
ent. 


HAT government participation in the 

insurance program is inevitable is the 
assumption of Detroit Edison’s general 
counsel, Paul W. McQuillen. Mr. Mc- 
Quillen is also chairman of the legal com- 
mittee of Atomic Power Development As- 
sociates, a group studying the field for 33 
companies. The worry about liability is 
not confined to those who will operate 


obtain personal protection at normal cost. So long as the gov- 
ernment, under the original Atomic Energy Commission law, 
assumed the risks, the writing of such insurance offered no 
problem to the insurance companies. Under the revised law 
the licensee for industrial power purposes must take the risk 


or insure 1t.” 
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commercial reactors but is shared by equip- 
ment manufacturers and all others who 
have identifiable responsibilities for parts 
of a reactor or its operation. Mr. Mc- 
Quillen hopes that the Congress will share 
the burden. The law at present exempts 
the government from any responsibility. 
Mr. McQuillen testified : 


In time, with experience and after 
study by both the insurance companies 
of the country and the regulatory off- 
cials sharing responsibility for their op- 
erations, it seems fair to hope that re- 
serves may be established and risks may 
be pooled, as has been done in the past 
in other types of liabilities new and 
frightening in their time. 

It now seems unlikely that private in- 
dustry will ever be able to underwrite 
the whole risk of atomic accidents, but 
it should be able to carry a substantial 
amount of the load. Meanwhile, private 
persons may be unwilling to risk all their 
possessions and utility commissions may 
be unwilling to allow utilities to risk 
their assets essential for the regular 
public service in an endeavor to tame a 
new force which conceivably might de- 
stroy them in the process. 

Before the third stage of commercial 
use can be reached these problems must 
be solved. It cannot be expected that 
anyone will go into the new business un- 
less he has confidence that it will be 
good. 


AN aspect of the insurance question not 
yet mentioned by us was presented 
during the hearings by Vice Admiral Earle 
W. Mills, appearing on behalf of the Fos- 
ter-Wheeler-Pioneer Service-Diamond AI- 
kali Nuclear Power Project. This is the 
matter of uniform construction codes and 
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material specifications on a national basis, 
inasmuch as the risks are interstate. This 
problem, said Mills, has several important 
aspects : 
.. . One is the need for uniform con- 
struction codes and material specifica- 
tions to be formulated by an authorita- 
tive body—and I have used this simply 
for the purpose of explanation—as, for 
example, the boiler and pressure vessel 
committee of the American Society of 
Mechanical Engineers. The work of this 
body, in the past, is a fine example of 
industry co-operating in drawing up 
generally recognized rules for the safe 
construction of boilers and pressure ves- 
sels. These rules are accepted by en- 
forcement agencies of most states and 
municipalities as a basis for authorizing 
the installation of boilers and pressure 
vessels within their jurisdictions. Com- 
pliance with these rules is also used by 
insurance companies as the basis for 
writing policies on such equipment. 

Up to now, no comparable rules for 
the safe construction of components of 
nuclear plants subject to pressure, tem- 
perature, and radioactivity, establishing 
minimum safe material, construction, 
inspection, and quality control standards 
acceptable to all enforcement agencies 
and insurance companies, have been for- 
mulated. Consequently, the enforcement 
agency of each state or municipality un- 
dertakes or may undertake to make its 
own rules. This would tend to create a 
state of confusion which could serious- 
ly retard development and manu factur- 
ing progress. ... 

In view of the fact that a serious 
calamity in a nuclear energy installa- 
tion in one community might conceiv- 
ably destroy lives and property beyond 
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the community, or beyond state borders, 
it is quite important that appropriate 
construction codes be developed by a 
respected authority, and that the codes 
be accepted on a national basis. It is be- 
lieved that this can best be accomplished 
only by an act of Congress. 


N his address to the Stanford Research 
Institute and Atomic Industrial Forum, 

Inc., on April 5, 1955, Colonel Stratton 
stated that there is no experience by which 
one may estimate the possible losses aris- 
ing out of a nuclear catastrophe. In the 
case of workmen’s compensation all of 
the employees who are at an installation 
may be exposed to a single fatal event. 
This situation is not usual in present-day 
industry. 

Anticipating the need for such extended 
coverage, the joint casualty committee on 
radiation convened at least two years ago 
to consider exactly this problem. Delibera- 
tions have been continued frequently since 
that time. Subcommittees have been ap- 
pointed to study not only the possibility 
and probability of losses, but also to deter- 
mine to what extent the insurance indus- 
try might go of its own accord and what 
assistance might be obtained by reinsur- 
ance in foreign markets. In addition a 
“Q”-cleared committee of ten insurance 
executives is studying this problem with 
the Atomic Energy Commission. 

Colonel Stratton stated optimistically : 


Without doubt the insurance phase 
of public power utilization of nuclear 
energy will be solved. The obstacles are 
not insurmountable. Complete absorp- 
tion of the risk may eventually require 


some participation by the federal gov- 
ernment. I believe the solution will be 
forthcoming, and forthcoming in time 
to satisfy all concerned. 


ik summarize, the commercial pro- 
duction of electric power from atomic 
fuels involves casualty hazards new in na- 
ture and magnitude when compared with 
past commercial experience. The dimen- 
sions of the insurance problems are not 
fully clear to the public utility or the in- 
surance industries. Appraisal of the prob- 
lems’ dimensions depends on study by all 
concerned and involves the downgrading 
of heretofore secret AEC facts and fig- 
ures. Progress toward that end has been 
taking place and as a result the insurance 
industry later this year will be much bet- 
ter equipped with knowledge as to the 
coverage that is likely to be needed, the 
degree to which it is able to supply such 
coverage, and the insurance responsibility 
the government should be asked to assume. 
By early 1956, when the Joint Commit- 
tee on Atomic Energy holds its next regu- 
lar annual hearings, legislative proposals 
on the subject should be ready. What re- 
ception the Congress will give to proposals 
for government insurance of atomic power 
risks will depend of course on just what 
the government is asked to do. Some legis- 
lators who opposed the 1954 legislation 
as a “give-away law” may be expected to 
view critically insurance or reinsurance 
proposals. But it is inconceivable that use 
of the atom for power generation with all 
that it means for the country and the world 
will be stymied for lack of adequate in- 
surance protection. 
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Cincinnati Transit Beats Autos 
With “Clubs” 


Regulatory commissions, as well as transit company operators, 

investors, and passengers, have considered many ways of trying 

to induce people to ride buses instead of driving their own cars, 

particularly when the current high volume of customer spending 

makes the cost feature such an important factor. This is an enter- 

taining account of the genesis, organization, and performance of 
the so-called transit “clubs.” 


By GEORGE W. KEITH* 


HERE is probably nobody living off 

the transit routes who has not at 

some time wished the buses would 
pass his home. If one did, he’d think he 
was dreaming. 

Mt. Lookout residents in Cincinnati had 
no such thought as a big transit bus passed 
recently where no bus had ever been. 

Nor did they gasp as the vehicle stopped 
frequently between blocks to pick up 
neighbors. They had been notified this 
would occur. 

One may imagine one neighbor remark- 
ing facetiously to another, “It is Kellogg, 
passing out free samples!” 





*Professional writer, resident in Cincinnati, Ohio. 
For additional note, see also “Pages with the 
Editors.” 
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From the name it would be wrong to 
infer the samples were of cornflakes; but 
there is no doubt that the cornflake sam- 
pling technique—a free taste of what to 
expect from a new product—was being 
used in a revolutionary manner. 


| euntesianid confined to goods, Cincin- 

nati Transit was applying it to services 
—ten free rides on a “different” de luxe 
express, with a seat guaranteed, and other 
features, similar to those offered on rail- 
road train club cars. 

It was to be the Mt. Lookout Club 
Flyer, an extra-fare ride, traveling over a 
route, and, at times, established by con- 
sultation with prospective passengers; ur- 
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ban transportation in newest type buses, 
wherein to enjoy, if desired, the cama- 
raderie of your neighbors; or, as one man 
put it, “You can jest set and think—or 
jest set,” without the aggravations of con- 
gestion driving, arriving at work and home 
relaxed and refreshed. 


7 signal success as city manager of 
Cincinnati, W. R. Kellogg had taken 
over the reins of Cincinnati Transit in 
January, 1954. His predecessor, Morris 
Edwards, had developed “‘the most modern 
fleet of any in the nation,” the first of any 
great size to roll on rubber entirely. 

Fares in the first half of the year were 
lower than in late 1952 and all of 1953, 
due to a fare cut contained in a new fran- 
chise negotiated by Edwards. Instead of 
attracting patrons, the company lost 10.1 
per cent of its riders during 1954, bring- 
ing the total shrinkage since the peak of 
1946 to 45.7 per cent; a quarter-million, 
ever-increasing auto registrations for the 
county were the prime reason. 

The chief competitor of transit being the 
more expensive to operate private automo- 
bile, Kellogg concluded that with the popu- 
lace’s profligacy with take-home pay, it 
cared little or nothing about costs. 

Parking fees of 65 cents to $1.50 per 
day added to operation cost, on top of the 
original price of the private car, placed 
Cincinnati Transit in a favorable economic 
position with its 18.75 cents per ticket, or 
20 cents, cash fares. 

Breaking its back to provide the lowest 
fare possible, consistent with good serv- 
ice, the company had been catering to only 
a part of its riders. 

Another part seemed interested only in 
convenience, willing to forego comfort, 
even to enduring the harrowing trials of 
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bucking downtown congestion. These must 
be catered to. 


—— for “the maximum con- 
venience buyer,” Kellogg told his staff, 
“at a cost under what he is now paying to 
drive and park, if possible.” Probably a 
charter service, all agreed. But what kind, 
and where to begin, was the problem be- 
fore his strategy team, as it saw revenues 
vanishing steadily during the year. 

It must have been considered almost in 
answer to prayer when C. Maynard 
Turner, vice president in charge of rates 
for the Cincinnati Gas & Electric Com- 
pany, turned up with a “club plan” for his 
own suburb, Mt. Lookout. 

This is an almost exclusively residen- 
tial district, with many large homes owned 
by executives. (Ah! The “maximum con- 
venience buyer!’’) It is six to seven miles 
from downtown (just the right distance 
for a trial). Many streets lie deep off the 
regular bus routes. Private cars are almost 
a must. (The ideal setting for the first 
act!) 

Turner had recently come from the 
East, where he rode commuter trains, with 
extra-fare cars, which assured him a seat, 
and regular contacts with the same pas- 
sengers daily. His wife drove him to and 
from the suburban depot. 

“I woke up in the middle of the night,” 
he told me, “and recalled this. I began 
comparing it with my present residence 
back off the bus routes. I thought there 
must be many of my neighbors who, if 
they had the opportunity, would be glad 
to get rid of the grind of driving through 
traffic every day to get to the job. They 
would welcome the sort of club car I used 
to ride.” 

It was what the company had in mind, 
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and Turner was received with open arms 
by Kellogg, and has been of considerable 
help in developing the plan which emerged, 
a direct onslaught against the “firmly en- 
trenched automobile habit.” 


i let the prospect exercise the initia- 
tive, by simply announcing the service 
and price, was too much like the despised 
tactics of the dictators—the fait accompli. 
So, it was decided to let the riders have a 
hand in the matter, through two question- 
naires. 

To learn their susceptibility, a’ postage 
prepaid card was mailed to 1,500 homes 
by a direct mail outfit, with a letter of ex- 
planation: buses regularly, Monday 
through Friday, leaving in the morning 
at the most popular times, and over a pick- 
up route convenient to most riders; no 
stops after leaving the suburb; afternoon 
return trip handled the same way; a spe- 
cial, express, de luxe service, with fare 
somewhat in excess of regular fares; fast, 
comfortable, saving time, worry, and park- 
ing fees; monthly membership fare, plus 
10 cents a ride. 

Whether or not this service was to be 
given depended upon their answers, as they 
were asked to state, “I want to reach my 
office at .’ “T want to leave my 
office at .’ “Present mode of travel 
—own car, bus, or how?” Comment and 
suggestions were invited, and the clincher 
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added, “Will you give it a free trial?” 

There were 203 replies, 13.5 per cent; 
103 accepted free offer; office arrival ran 
from 7.45 to 9.30 a.m.; from this, three 
inbound trips were determined, 7.50, 8.20, 
and 8.50 a.m. arrival downtown. Out- 
bound times were fixed at 4.40, 5.10, and 
5.40 P.M., providing maximum time con- 
venience for 80 per cent of the prospects. 


Pr ROSPECTS’ homes were spotted on a map 
with a route to give maximum pick-up 
service to the greatest number, deliberate- 
ly avoiding duplication of existing regu- 
lar routes. Downtown the buses traversed 
principal streets and passed major office 
buildings. 

Fare was determined with an eye on the 
competition, memberships being fixed at 
$10 per month, plus a dime a ride. Thus, 
using January as an example—twenty-one 
riding days, 42 fares, at 10 cents—¥4.20 
—total, $14.20, as against parking rates 
from $15 to $25 per month; saving 80 
cents and up, not taking into account av- 
erage private car operation costs, which 
could well increase savings to around $11 
per month. 

The company did not stress this, assum- 
ing members would place cost last when 
assaying the advantages of the plan. 

A second questionnaire went out sixteen 
days after the first query, not to just 203, 
but to all 1,500 homes. It contained full 


“A cLuB of some sort is needed to change the uneconomic 
thinking of private car drivers, and the hesitancy of down- 
town business to order those drivers off the streets; it would 


be impossible to find a more genteel, inexpensive one than the 
Club Flyer, zooming in and out in all directions, not just from 
Mt. Lookout, in Cincinnati, but in every town in the nation.” 
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information about route, rate, and sched- 
ules in an accompanying letter and folder, 
line map, and 10 free tickets, good for the 
trial week; prospects were asked to state 
inbound and outbound trips they would 
normally use. A tremendous amount of 
work went into preparing all these data. 

The specific details so impressed recipi- 
ents that 116 said they would accept free 
rides, whereas, it will be recalled, only 103 
so signified on the first query. This was 
encouraging in itself. Of the total 132 re- 
plies, sixteen could not use the trial runs, 
and stated why. 

Identifying numbers on the tickets were 
placed opposite names in the directory used 
for the mailing list. 

Newest and best 51-capacity buses were 
allocated to the runs, with the most ca- 
pable of the volunteer operators driving 
on a time-and-half basis. (This in addi- 
tion to their regular tours. ) 


— pounced upon the idea as 

the “first in the nation,” its possible 
effects on downtown traffic if adopted gen- 
erally, the seat guaranteed on the 25-min- 
ute ride; and, of course, the free sample 
rides. 

The Wall Street Journal, Business 
Week, AP, and CBS-TV picked it up and 
gave it favorable mention. 

Twenty-seven days after mailing the 
first inquiry the three initial free runs were 
made, with eighty-eight inbound riders 
aboard, along with municipal, civic, and 
press representatives, and C. Maynard 
Turner, who suggested the service. Free 
newspapers were handed out the first day. 
Thereafter they were sold on all runs. 

Turner, ironically, when he proposed 
the plan, had informed the company he 
would not be able to avail himself of it, as 


his duties carried him hither and yon at 
all sorts of odd hours. 

But he took a sabbatical and enjoyed the 
free rides in a state of happiness mixed 
with trepidation for his foster baby. 

There were more people downtown and 
more autos to the square inch on Decem- 
ber 27th, the first trial day, than there had 
been on almost any day before Christmas. 
The weather by evening was foul. 

“On the outbound trip,” Turner told 
me, “my heart sank when I saw the slow 
progress we were making through down- 
town. Just inching our way. This, I 
thought, is the death knell for the plan. 
Then I perked up, as I heard one man re- 
mark, “I’m sure glad I’m not driving in 
this mess.” The chorus took up the re- 
frain. To a man they echoed this senti- 
ment. And, although we got home late, I 
was gratified.” 


Ov the second day twenty-two dropped 

out, but fifteen new ones were added. 
Next day American Airlines stewardesses 
were aboard to sell 49 memberships. The 
free rides made otherwise sanctuary-safe 
autoists accessible to the fair salesladies; 
twin strokes of pure genius! 

Beautiful-blonde-conscious city rooms 
gave this angle full publicity. 

By noon of the third day of actual pay 
operation there were seventy-two $10 
members, fifteen of whom were women, 
paid up in good standing—-sitting down, 
rather. Of the total, fifty-seven rode home, 
leaving fifteen who paid 47.6 cents for 
“not” riding, but secure in the knowledge 
that the special service was available. 

Kellogg was jubilant, remarking, “A 
stand-by charge operates effectively in 
other utilities, and appears practical in 
transportation.” 
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Democratic De Luxe Service 


6 _ most pleasing, unexpected aspect of the Mt. Lookout operation 

is in that what was intended as a ‘maximum convenience’ for those 
in the executive bracket, has proved to be pleasing to men and women in 
various walks, and economical to those interested in that phase. Indeed, 
anyone who THINKs he, or she, can afford to drive downtown to work, 
and pay for parking, actually CAN afford to ride a Flyer, at $10 a month, 


plus 10 cents a ride; and save money. 
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The company feels the club fee is, in 
effect, a stand-by charge, thus reimbursing 
it for its willingness to haul members, even 
though they are unable to use the privilege. 
Praise for the plan is unanimous. 

A Cincinnati Post reporter found “not 
a grouch in a carload,” as even the driver 
declared that in his thirty-one years of 
service he had not ridden with a nicer 
crowd. “People,” he said, “are 100 per cent 
more pleasant when sitting down!” 

Admiring the “about 67 cents a day 
against 85 cents a day for parking,” a chain 
store executive said, “What sold me was 
avoiding the slippery driving.” 


\ J aRIED were the reasons for pleasure. 
An insurance man, who used to ride 
with a neighbor, was flattered because he 
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had been consulted about the route and 
schedule, vowing he will ride the Flyer as 
long as it runs. Score one for public rela- 
tions. 

“T just don’t fit in buses unless I get a 
seat,” volunteered a 6-foot-three member ; 
living half a mile off the regular beat, he 
now drives to the Flyer stop and parks, 
loving the insured seat and avoidance of 
“confounded traffic.” 

A practical chemical engineer recom- 
mended it to everybody, “especially prop- 
erty owners. Property in suburban areas 
rises with such a plan.” 

Formerly using a shuttle bus and trans- 
ferring twice, because she lived so deep in 
the area, a phone company secretary now 
boards the Flyer at her door, saving half 
an hour to eat her breakfast at home. 
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Another secretary told a Times Star 
reporter the Flyer “puts my street on the 
map,” being so isolated she had to walk 
through a dark woods; she now gets door- 
step service and saves twenty minutes. 

“T live on a street that never was sanded 
in bad weather,” a specialty shop execu- 
tive told me. “Now,” he continued, “the 
transit company keeps it in good shape 
so the Flyers can make their schedules, 
and the whole neighborhood benefits by 
7” 

He only uses the service four days, as 
his shop is open late on Mondays, but he 
is so enthusiastic he thinks it should be 
extended to the whole city. 

On this score, said a hardheaded, prac- 
tical bank vice president, “the most im- 
portant thing is, if people in other parts of 
the city take advantage of it, it will greatly 
cut down traffic downtown,” which is one 
goal of the plan, the other being, of course, 
increased revenues. 


| oleate editor of a community 
weekly in the opposite part of town 
from Mt. Lookout, the Western Hills 
Press, commented editorially, “This ex- 
press service . . . comes as close to the 
convenience provided by private automo- 
bile as public transportation is likely to af- 
ford ... It will provide another check 
against further advances in public transit 
fares, to the benefit of the public general- 
~~ 

The Cheviot Civic Club took the ball 
from there, and indications are one or 
more Flyers may be in circulation in the 
area of the Press by the time this article is 
printed. It is a region of great area-in- 
depth, heretofore largely reached only by 
private cars, and mostly lying outside the 
corporate limits of Cincinnati, where “ac- 


cessibility is a key consideration to poten- 
tial residents,” as the editor pointed out. 

In addition to the huzzas for the Fly- 
ers, there is evidence of happy repercus- 
sion. A 2-car businessman offered to pay 
John Paul Jones, Cincinnati Transit pub- 
lic relations expert, a year’s subscription 
in advance. Cause for rejoicing—the Flyer 
made one Cadillac unnecessary, so he sold 
it, and also saved $21 a month parking 
fees. A victory comparable to an Admiral 
by the same name, spiking the guns of a 
British battleship! 

The gentleman will be absent in Europe 
for six weeks, or so, shortly, and has been 
assured his seat will be waiting for him on 
his return. Thus he will be taking advan- 
tage of the Flyer clause which enables 
members to obtain refunds on unused 
portions of their tickets while vacationing, 
or when called out of town for other rea- 
sons. 

Also, if a rider joins the club after the 
fifth of any month the fee declines: $9 
for sixth and seventh day starters; $8 for 
tenth and eleventh day starters; and down 
to $1 from the twenty-eighth to the end 
of month, drivers handling the sales. 

Provision is made for guests at 50 cents 
a ride, but only two guests per member 
per month. Cards are punched to show 
such use. 


HE company is not resting on its oars. 

The seventy-two at the start of this 
article has now risen to ninety members 
because of an indefatigable canvass of Mt. 
Lookout by phone. Since a check showed 
88 per cent of the homes do not contain 
prospects, 12 per cent, or 180, do hold out 
hope, leaving a potential of 90 unsub- 
scribed. And, as there are seats for 153, 
63 of these are yearning for sitters. 
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Barren homes’ occupants either worked 
in the suburbs, used their cars for selling, 
traveled out of town, had swindle sheets 
to cover their car uses, came and left at 
odd hours, or were retired or unemployed ; 
but many lived too far from even the 
Flyer route for convenience. 

To accommodate these latter, Flyers are 
worming their way into this terrain, as 
one after another resident indicates inter- 
est. 

Wherever possible the route is being 
extended to include those who will join 
if they do not have to walk too far. 

“This Jones fellow,” said one, “is fixing 
it so that the Flyer chases you up alleys,” 
as he paid his $10. 

Some of the more rugged individualists 
balk at walking a block, when they can 
board their own cars in their basements. 
These present bleak possibilities. 

But there is one segment, those fathers 
who assert they would subscribe but they 
must haul the children to school, after 
which they might as well drive to work. 
Come school vacation time and it is hoped 
these fathers will succumb to the blandish- 
ments of high-pressure salesmanship, and 
join the club. And, liking it so much, their 
scholars will either have to walk to school, 
or be driven thence by mothers. Here lies 
hope. 


— source of possible member- 
ship is in newcomers to the region. 
The company subscribes to a service sup- 
plying names and addresses daily, of all 
people who have moved into, or out of, the 
neighborhood. Newcomers are solicited as 
soon as they get settled. 

Before they can worry hard about how 
far it is to the bus line, it often proves 
stimulating to have a pleasant voice offer 
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such a wonderfully prompt answer to an 
unspoken thought. 

A club member, on a regular route, con- 
necting with Flyers, may pay a dime, and 
two cents for a transfer, using it and his 
card to ride the special. Transfers from 
the Flyers are issued in the same manner. 

During the day cards may be used on 
regular buses by paying a dime; many of 
the present members find this useful in 
frequent visits to the Court House, City 
Hall, or Union Depot. 

Any member of a family may use the 
card-dime privilege during evenings or on 
week ends. 

More isolated residents find it attrac- 
tive to drive, park in the suburb, ride Fly- 
ers both ways, pick up the car in the eve- 
ning, drive home. 

Since the middle, or 8.20 a.m. inbound 
trip carries the heaviest load, with the first 
trip very light, a more than capacity load 
may develop. This would mean an expen- 
sive providing of seats for just a few sur- 
plus riders. But it would also be an indica- 
tion of growth and prosperity too welcome 
to be deplored. The evening runs suffer in 
a similar manner. 

Possibly a scheme to permit one-way 
use of the Flyers may be adopted, which 
may aid in the solution of this. It is being 
considered. 


HE most pleasing, unexpected aspect 

of the Mt. Lookout operation is in 
that what was intended as a “maximum 
convenience” for those in the executive 
bracket, has proved to be pleasing to men 
and women in various walks, and eco- 
nomical to those interested in that phase. 
Indeed, anyone who thinks he, or she, 
can afford to drive downtown to work, and 
pay for parking, actually can afford to ride 
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a Flyer, at $10 a month, plus 10 cents a 
ride; and save money. 

To illustrate we will delve into the realm 
of past domestic economics. In the $18-a- 
week, 5-cent fare, 25-cent lunch days, 
many husbands, baffled, unable to make 
ends meet, nominated their wives as fiscal 
agents. 

Wives took the pay envelopes, doled out 
a couple of dollars to husbands for “spend- 
ing money,” then prayed for a happy solu- 
tion, as they issued 10 cents car fare and 
25 cents for lunch daily; crude, but emi- 
nently efficient—a perpetual inventory of 
funds. No sudden crises—new tire, bat- 
tery, seat covers, tank full of gas—to un- 
balance the primitive budget. 

Fatter envelopes found husbands brave- 
ly taking over the bulging budget balance. 
Wives now get “allowances,” and hus- 
bands dispense the balances. Were the 
archaic system still in vogue it would show 
something like this: 





Daily Disbursement 

Parking 65 cents. 

Mileage 33 cents per mile, 7 miles 
each way, 49 cents; a total of $1.14 be- 
fore the item of lunch is reached. 


it would not take long for a wife, who 

is accused of spending most of the 
money made today, to prod her husband, 

“Tt costs only 374 cents a day if you 
buy bus tickets, or 40 cents, cash. We could 
save 74 to 764 cents a day if you rode the 
bus and saved the car for pleasure. In a 
month we could save enough to cover the 
payments on our new rugs.” 

If a husband were allowed the pleasure 


of “maximum convenience,” the less than 
68-cent Flyer expense would still be 46 
cents a day cheaper than driving his car 
downtown. 

Alas! Husbands blandly ignore these 
possibilities, inasmuch as they do not care 
to ride the bus while Mr. Smith drives his 
car; besides, they can sleep later in the 
morning and do not have to walk to the bus 
line. 

With money in the bank and jingling 
in the pocket they are like the boy who, 
when offered a dime to run an errand, de- 
clined, because he already had a dime. 

If the transit industry were run on this 
basis it would deserve annihilation; it is 
this indifference to costs which is causing 
our traffic congestion, and which the Club 
Flyer is so valiantly trying to combat. 

Kellogg’s freshman year diagnosis of 
riders’ attitude—“a hoot for cost—we 
want convenience”—and his application 
of a “club” in the right place, have proved 
eminently correct. And the almost-un- 
heard-of unanimity of approval for a pub- 
lic utility project seems to augur well for 
his chance of extending, what he calls, “an 
important tool toward winning back a por- 
tion of riders who left transit in favor of 
the automobile.” 


F wom of some sort is needed to change 

the uneconomic thinking of private 
car drivers, and the hesitancy of down- 
town business to order those drivers off the 
streets; it would be impossible to find a 
more genteel, inexpensive one than the 
Club Flyer, zooming in and out in all di- 
rections, not just from Mt. Lookout, in 
Cincinnati, but in every town in the nation. 
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TVA “Self-financing”’ 


| apron battle is brewing in Con- 
gress over the efforts of the admin- 
istration to establish financial reforms for 
the Tennessee Valley Authority, so as to 
bring it closer to a self-supporting basis, 
and the die-hard Democratic rebellion 
against the Dixon-Yates contract. Rep- 
resentative Buckley (Democrat, New 
York), chairman of the House Public 
Works Committee, was slated to intro- 
duce a bill which would sponsor the 
Budget Bureau’s plans for putting TVA 
on a better fiscal foundation. 

On the other hand, Representative 
Davis (Democrat, Tennessee) has an- 
other bill (HR 6575) which would launch 
TVA on a program of independent financ- 
ing, through bond flotation, without fur- 
ther restriction on its authority to plan, 
build, and expand plant facilities. The 
Budget Bureau’s program includes ten in- 
teresting provisions : 

1. Congress would continue to ap- 
prove new TVA power plants. 

2. A $750,000,000 ceiling would be 
placed on the amount of TVA bonds 
outstanding. 
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3. The Secretary of the Treasury 
would have final say on the timing, 
amount, and terms of TVA bond is- 
sues. 

4. Fixed cash repayments to the 
Treasury out of power earnings would 
be larger than contemplated by the 
TVA board’s plan. 

5. The Treasury would not purchase 
any of the bonds through negotiation 
with TVA. 

6. Orderly return to the Treasury of 
TVA investment obtained from con- 
gressional appropriations would be pro- 
vided for. 

7. Interest computation would con- 
form to Treasury policy, rather than to 
TVA policy. 

8. The authorized functions of TVA 
would not be broadened. 

9. Reduction of U. S. investment in 
TVA to $250,000,000 would be re- 
quired. 

10. National banks would be permit- 
ted to deal in or underwrite TVA obli- 
gations, but without removing restric- 
tions applicable to their purchases for. 
their own accounts, or limitations on 
the total amounts such banks may hold. 
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|e pred bill would permit TVA to go 
ahead with its own financing for 
units at Johnsonville, Gallatin, and Sevier 
—all in Tennessee. These units have been 
endorsed by Chairman Herbert D. Vogel, 
President Eisenhower’s appointee to the 
TVA board, but have been turned down 
by the Budget Bureau for fiscal 1956 ap- 
propriations. 

Representative Evins (Democrat, Ten- 
nessee) endorses the Davis proposal and 
is very critical of the Budget Bureau pro- 
gram. Evins stated: 


The sum total of all of the Bureau 
of the Budget and White House pro- 
posals would amount to raising the 
rates, milking the system, and creating 
an atmosphere whereby private power 
can walk in and take over. 


Speaking of the broader plan, Evins 
said the new proposals would “in effect, 
place the Bureau of the Budget in the 
position of direct management of TVA.” 

It was Governor Frank G. Clement of 
Tennessee who asked the House Appro- 
priations Committee to bar government 
spending on the Dixon-Yates contract. 
Clement also urged a subcommittee han- 
dling funds for the Tennessee Valley Au- 
thority and the Atomic Energy Commis- 
sion, to junk a $6,500,000 sum budgeted 
by President Eisenhower for a power line 
across the Mississippi river and apply it 
instead to construction of a new TVA 
generating plant at Fulton, Tennessee. He 
said the river line won’t be needed any- 
way, as the city of Memphis has refused 
to accept power from the proposed Dixon- 
Yates plant at West Memphis, Arkansas, 
and because valley people generally are 
determined to block Dixon-Yates. 

“We are confident that we will block it 
through the courts, and we are prepared 
to go to the Supreme Court with it, if nec- 
essary to do so,” Clement said. “And if 
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all court action fails, we are prepared to 
take other recourses.” 


AS one part of this drive, Clement urged 
the Appropriations group to write 
into its pending money bill for TVA and 
AEC a ban against spending of any 
money “for salaries, etc., to carry out the 
Dixon-Yates contract.” 

Clement endorsed recent proposals by 
the TVA board to seek new financing 
through bond sales, as a supplement to 
appropriations, but assailed the Budget 
Bureau’s modification of this plan as a 
“piece of sabotage.” He also attacked the 
“turncoat action” of TVA Chairman 
Vogel, in embracing the Budget Bureau’s 
“attempt to wreck the plan for self- 
financing.” 

5 


REA on the Hoover Griddle 


EA Administrator Ancher Nelsen 
made a forceful reply to Representa- 
tive Kearns (Republican, Pennsylvania) 
regarding recent criticism of REA sub- 
sidy to its borrowers by the Hoover Com- 
mission. First of all, Nelsen pointed out 
that the Hoover Commission had not 
adopted all of the recommendations of its 
Task Force on lending agencies. But be- 
cause of the significance of such recom- 
mendations, Nelsen drew up an analysis 
of the specific proposals in the light of 
what he considered the over-all require- 
ments of REA in meeting its statutory 
obligations. He concluded: 


We believe that if the Hoover Com- 
mission’s recommendations were to be 
adopted REA would be unable to ac- 
complish the objectives in rural electri- 
fication and rural telephony which have 
been established by the Congress. The 
commission’s recommendations would 
result in termination of the rural tele- 
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phone loans program, with less than half 
of the nation’s farms having telephones 
and slight prospect for alleviating the 
situation. Further progress in rural 
electrification through REA loans— 
connection of unserved farms and sys- 
tem improvements to serve expanding 
loads—would be drastically curtailed 
under the commission’s recommenda- 
tions.... 

REA is willing to study with the 
borrowers any plans which have merit 
to determine if there is a better way to 
accomplish the objectives of the REA 
program. We have noted that the Ten- 
nessee Valley Authority recently an- 
nounced that it was seeking an amend- 
ment to the TVA Act which would 
bring private money into the capital 
structure, relieving the federal govern- 
ment of a part of the construction 
financing needed to meet the growing 
power demands of the region. This ac- 
tion by the TVA suggests the possibil- 
ity that REA borrowers might find it 
desirable to explore the possibilities of 
private financing, looking forward to a 
time when they also might free them- 
selves of complete dependence on the 
government as a source of loan funds. 
In consideration of their future financ- 
ing plans, the REA co-operative bor- 
rowers in particular will need to give 
careful attention to their financial 
structure, including their capital and 
their borrowed funds, in relationship to 
their objectives and needs in serving 
their consumers and subscribers. 


Ww respect to specific recommenda- 
tions of the Hoover Commission 
Task Force, Nelsen’s letter to Kearns 
made the following conclusions: (1) Few 
if any loans could be made by REA on 
the so-called self-supporting basis, which 
would require drastic increase in the in- 
terest rate, loan amortization require- 


JUNE 23, 1955 


774 


ments, etc. (2) REA is now paying 2 
per cent interest to the Treasury. It 
would have to pay 3.5 per cent on its own 
35-year debentures with government guar- 
anty, although it might get money from 
private sources as low as 2.25 per cent. 
(3) The national economy would lose 
rural electric and telephone construction 
activity of at least $200,000,000 a year if 
the Hoover Commission Task Force rec- 
ommendations were adopted. (4) While 
the Treasury might be relieved of expendi- 
tures ranging from $250,000,000 to $300,- 
000,000 a year tf the Task Force recom- 
mendations were adopted, “whether such 
a reduction would result in economies or 
efficiencies is a matter of opinion.” 

In other respects, Nelsen’s statement in- 
dicated REA’s position in favor of retain- 
ing the 2 per cent interest rate and the 
present setup of REA operations. The 
proposal that REA be brought under the 
Government Corporation Control Act, 
it was pointed out, would require specific 
legislation by Congress. Nelsen’s letter 
and analysis did concede that REA inter- 
est rates and service charges would 
“reach exorbitant proportions” if the 
Task Force recommendation that the 
Treasury should be reimbursed for the 
cost of all REA operations, including ad- 
ministrative expenses, were carried out. 


¥ 


Gas Bill Approved 
7. House Interstate Commerce Com- 
mittee recently approved the contro- 
versial bill to exempt producers of natural 
gas from FPC control. 

Representative John Heselton ( Repub- 
lican, Massachusetts), an opponent of the 
measure, told reporters after a closed 
committee meeting that the vote was 16 
for the bill and 15 against. The commit- 
tee rejected a move to refer the bill to a 
subcommittee and delay action for anoth- 
er ten days. 
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Wire and Wireless 


Communication 


Union Sued for Damages 

| esiriqones still continue as to which 

side gained from the 72-day walk- 
out which brought out greater violence 
than any previous strike in the South. 
The Southern Bell Telephone & Tele- 
graph Company sued the Communications 
Workers of America for $5,000,000 in a 
Tennessee circuit court for damages in 
the recent telephone strike. 

The suit, seeking both compensatory 
and punitive damages, was outlined in 
150 pages of allegations. The company 
charged the CIO union and its officials 
with responsibility in numerous acts of 
vandalism during the long strike, which 
started on March 14th. Court officials 
said $5,000,000 was the largest sum ever 
sought in a state court at Nashville. 

The petition accused the defendants of 
an “unlawful combination and conspir- 
acy” and that it was “maliciously and un- 
justifiably entered into by the union and 
its members and others to damage and 
destroy company property.” 

The suit named the CIO-CWA and two 
individuals, R. B. Porch, CWA area di- 
rector, and W. E. Buttram, Tennessee 
director of the CWA. It asked a jury trial. 
The union denied the allegations in the 
suit. 

W. A. Smallwood, district director of 
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the CWA, issued a statement saying, ‘““We 
not only deny the allegations in the com- 
pany suit, but we consider the suit a clear 
violation of the ‘back to work’ agreement 
in which both parties agreed to take all 
steps to restore harmonious relations.” 

The company carried its point on the 
“no strike” clause, a point that was gen- 
erally regarded as justified. It was argued 
that a contract that does not bind both 
parties is no contract. Repeated walkouts 
by union locals while previous contracts 
were in effect led to the company’s in- 
sistence on this clause. The union gained 
certain wage concessions, most of which 
were offered before the strike. But work- 
ers lost a total of $17,500,000 in wages 
and additional funds they would have 
received had the contract been signed 
earlier. 


Siw union gained an extra holiday 
and certain other concessions regard- 
ing classification of employees and arbi- 
tration, but many of these were offered 
before the strike occurred. Union mem- 
bers appeared happy with the terms of 
the contract as finally accepted. Incon- 
venience to the public caused by the strike 
caused less resentment than the vandal- 
ism and violence that accompanied it. 

A spokesman for the Southern Bell 
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Telephone & Telegraph Company said 
that a new one-year contract, which has 
been approved by more than half of the 
striking members of the CIO Communi- 
cations Workers, definitely includes the 
no-strike clause that was the main point 
of dispute in the strike. 


© 
REA Loan Approved 


In Vermont 


N what was described as the first such 
action in the state, the Vermont Pub- 
lic Service Commission on May 26th ap- 
proved a $146,000 loan from the federal 
government to the Topsham Telephone 
Company, Inc., of Topsham. Commission 
officials said the loan would be made by 
the rural telephone division of the U. S. 
Department of Agriculture. 

Proceeds of the loan will be used to 
finance the rebuilding of the company 
telephone lines and general rehabilitation 
of the system, with conversion to dial. 
The loan will be amortized over a period 
of thirty-five years and will bear an in- 
terest rate of 2 per cent. 

Commission Chairman Oscar L. Shep- 
ard said a number of hearings had been 
held during the past two years in an ef- 
fort to find means of providing better 
service for customers of the utility. Ex- 
tensive surveys, he added, had been made 
of the needs of the system by government 
officials and the commission staff. 

The utility was ordered to file new rate 
regulations and schedules to take effect 
upon notice that the work had been 
started, once the loan is finally granted. 
The company also was ordered to engage 
a full-time service employee to look after 
customers’ needs. 

By the commission’s order, contracts 
for the improvements must be let on com- 
petitive bidding and not on a cost-plus 
basis. 
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CAA Considers Selling 
TWX System 


HE Civil Aeronautics Administra- 

tion informed Congress on May 26th 
it may sell its communication service to 
private operators and then lease service, 
as an economy move. It denied, however, 
that its sale-lease plans extended to the 
Federal Airways Air Navigation System 
as had been reported. 

CAA’s plans were disclosed to a House 
Judiciary subcommittee on antitrust prob- 
lems in reply to an inquiry by Chairman 
Celler (Democrat, New York) whether 
it was about to turn over both systems to 
Western Union and American Telephone 
and Telegraph Company. 

Administrator F. B. Lee stated CAA 
is engaged in a “comprehensive study” 
of its land lines system to decide whether 
“to divest ourselves of the ownership and 
maintenance of the teletypewriter equip- 
ment . . . and lease equivalent services 
from the industry.” 


¥ 


Highway Legislation 

b dnc struggle on federal-aid highway 

legislation (which affects telephone 
and other utilities) is now being fought 
out in the House of Representatives. The 
bill (S 1048) by Senator Gore (Demo- 
crat, Tennessee), which the Senate passed 
last month, contains a provision for fed- 
eral reimbursement of utilities forced to 
relocate telephone, power, gas, and water 
lines along future federal-aid highways. 
Prospects for acceptance of the utility re- 
imbursement principle appeared favor- 
able in the House. 

A Public Works subcommittee, which 
has heard testimony from utility wit- 
nesses, started writing its own highway 
legislation early in June. Representative 
Steed (Democrat, Oklahoma) forecast 
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that the subcommittee version will au- 
thorize a program equal to the Eisen- 
hower plan. 

Though there was no fundamental con- 
troversy over the utility reimbursement 
principle in the Senate, several clarifying 
amendments were adopted. These could 
combine to work against the amount of 
utility compensation in some instances. 
As proposed by Senators Kerr (Demo- 
crat, Oklahoma) and Stennis (Democrat, 
Mississippi), they tack a reservation on 
the provision that the government may 
reimburse utilities up to the amount of 
50 per cent of the depreciated cost of the 
facilities relocated. 

The further stipulation is that a state 
may use no more than 2 per cent of fed- 
eral highway aid funds during a given 
fiscal year for utility reimbursement. 


¥ 


New FCC Member 


| emma regulatory commission posi- 
tions continue to be filled from the 
ranks of the state utility commissioners 
or their staffs. Following a fairly con- 
sistent pattern, President Eisenhower has 
again called upon a member of a state 
commission to fill a vacancy on the Fed- 
eral Communications Commission. He is 
Richard A. Mack, Florida Democrat and 
former chairman of the Florida Railroad 
and Public Utilities Commission. Mack, 
who is now second vice president of the 
National Association of Railroad and 
Utilities Commissioners, will serve a 
7-year term beginning July Ist, suc- 
ceeding FCC Commissioner Frieda B. 
Hennock. No opposition to Mack’s ap- 
pointment was expected, and Senate con- 
firmation will probably follow as a matter 
of form. 

Mack is the third state commissioner 
to be named to the FCC. (The others are 
Chairman McConnaughey (Ohio) and 


Commissioner Doerfer (Wisconsin).) 
All five members of the present FPC now 
have former state regulatory commission 
backgrounds. Four were named by Presi- 
dent Eisenhower. Several other ex-state 
commissioners were also named to the 
Interstate Commerce Commission by the 
President. 
we 


Premium Condition on 


Stock Offer Reversed 


HE North Carolina superior court, 

on May 3lst, reversed a state com- 
mission order directing the Carolina Tele- 
phone & Telegraph Company (reported 
in 6 PUR3d 141) to offer its stock at a 
premium ($125) above par value ($100). 
The opinion stated: 


Conceding, solely for the purpose of 
this conclusion, that the North Caro- 
lina statutes vest in the North Carolina 
utilities commission the right and the 
power to fix at a point above par the 
price at which common stocks may be 
issued to stockholders under their pre- 
emptive right, such right may be ex- 
ercised by the commission and it has 
jurisdiction only if the commission 
finds as facts (and such findings are 
supported by the record) that a price 
above par is necessary and appropriate 
in order to protect the public interest 
and further finds and points out specifi- 
cally the public interest which needs 
such protection and finds and points 
out specifically wherein the fixing of 
the price above par will protect that 
public interest ... 


The court accordingly sent the case 
back to the North Carolina commission 
with direction that it eliminate from its 
order the requirement that the company’s 
stock be offered at a price of not less than 
$125 per share. 
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Forecasts of 1955-55 
Generating Capacity 


, : ‘HE Edison Electric Institute recently 


issued its seventeenth semiannual 
electric power survey. Scheduled additions 
to plant capacity (in the case of steam, 
manufacturers’ maximum rated capabil- 
ity; for hydro, name-plate rating) are 
summarized in millions of kilowatts, as 
shown in table at bottom of page 779. 

In the previous EEI forecast as of 
January 1, 1955, total future scheduled 
additions to generating capacity totaled 
only about 26,000,000 kilowatts, as com- 
pared with the present figure of 34,000,- 
000 kilowatts. Thus, new capacity sched- 
uled since January Ist amounts to nearly 
8,000,000 kilowatts, most of the increase 
being for delivery in 1957-58. Part of 
this increase is probably due to the normal 
process of advance ordering, but a sub- 
stantial part appears to reflect the indus- 
try’s renewed confidence in the future 
trend of operations. Business activity has 
recently advanced to new high levels, with 
the weekly increase in electric output run- 
ing as much as 16 per cent over 1954. 


S. total capacity, excluding indus- 
© trial power, is projected as follows, 
based on these forecasts and assuming 
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Financial News 


and Comment 


By OWEN ELY 


median hydro conditions (in millions of 
kilowatts) : 


Per Cent 
Of Reserve 
Capability Peak Load Capacity 
ae 92 78 18% 
LS ee 104 86 21 
1955 :....< 5. 116 96 21 
B956 .ss. 124 102 21 
1 ee 131 109 21 
BOSS cok 138 116 19 


Adverse hydro conditions would reduce 
the reserve percentages by about 2 per 
cent (t.e., 21 per cent would be reduced 
to 19 per cent). 

For different areas, 1954-58 electric out- 
put (billions of kilowatt-hours) is fore- 
cast as shown in the table on page 780. 


, | ‘HE Office of Defense Mobilization 
recently announced a revised electric 
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power expansion goal for class I utilities 
of 150,000,000 kilowatts by the end of 
1958, to provide for mobilization emer- 
gency requirements. The new goal is said 
to have been under study for some time 
and was revised with the concurrence of 
the Department of Interior. ODM will 
now begin processing applications for cer- 
tificates of necessity in connection with 
5-year accelerated amortization of plant 
facilities covered by certificates, and new 
applications will be accepted immediately. 

The ODM press release does not afford 
any explanation as to how the new “goal” 
was arrived at. Possibly it was developed 
by adding to normal projections of electric 
output the additional amount which would 
be required to run munitions factories on 
a three-shift basis, etc. 


| World War II the nation got along 
with less than half its present electric 
capacity, and less than one-third of 
ODM’s 1958 goal. Production of muni- 
tions was substituted largely for manu- 
facture of consumer durable goods. The 
same procedure might occur in another 
all-out war. In any event, we seem much 
better prepared now than in 1941, with 
substantial stockpiles of raw materials, 
machinery, and munitions, including those 
of the AEC, which has become the great- 
est consumer of electricity. 


To ask the utility industry to increase 
present capacity of about 109,000,000 
kilowatts to 150,000,000 kilowatts in three 
and one-half years—a building program 
about 40 per cent greater than that now 
planned by the industry—would result in 
an estimated 30 per cent excess capacity 
over “normal” projected demand—where- 
as even the present 21 per cent is liberal. 
Possibly ODM has in mind special AEC 
requirements, but, if so, this has not been 
made clear. 

In any event, such an increase in ca- 
pacity as envisaged by ODM would obvi- 
ously require a tremendous amount of 
financing, and the unused capacity might 
substantially dilute common stock earn- 
ings if electric output should remain in 
the range forecast by the EEI. (In the 
event of a depression, the problem would 
be aggravated. ) 


HE FPC recently issued its forecast 

of December peak loads through the 
year 1957. The figure for the latter year 
is 109,000,000 kilowatts, which is in sub- 
stantial agreement with the EEI figure. 
The commission’s forecast of “indicated 
dependable capacity” for 1957 was 127,- 
000,000 kilowatts and for 1958 128,000,- 
000 kilowatts, both figures being lower 
than the EEI forecasts. The FPC figures, 
while released in May, were prepared as 





& 


7 1958 
{ 1955 1956 1957 Or Later Total 
i By Type of Prime Mover 
STEARIC! ewiee Secs cats ris 6.6 5:1 6.3 29.3 
PvatOP ceca seca 18 1.1 S 1.4 4.8 
DiGtalel << fis catsade.siere 13.1 7 | 5.6 Y ft 34.1* 
By Type of Ownership 
Investor-owned ......... 8.0 5.9 48 6.0 24.7 
Edetal \aiscedouccseeis 4.2 is 4 a 6.4 
Other Public Agencies .. 9 5 4 12 3.0 


ee ‘13.1 77 56 77  3Al 





*It is estimated that by 1960 atomic-powered generators may approximate 1,000,000 kilowatts. 
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of last December, which accounts for part 
of the discrepancy. 
¥ 


Telephone Industry Becomes 


Sales-minded 


Saxe C. Power, president of Gen- 
eral Telephone Corporation, recent- 
ly delivered an interesting address before 
the National Convention of Security 
Analysts, which may be summarized as 
follows: 

The telephone business has become a 
“rapid growth industry”: During the 
postwar period the number of telephones 
in service has increased from 27,900,000 
to 52,000,000, or a gain of 86 per cent. 
A huge amount of financing has been 
necessary to provide the increase in plant 
required to service these additional tele- 
phones. 

Nevertheless, the telephone companies 
have maintained sound equity ratios and 
increased their earnings substantially. 
This has been a particularly difficult 
accomplishment, in view of the infla- 
tionary period following World War II, 
and the effects of this inflation on a regu- 
lated industry. 

The telephone companies had to provide 
service on demand and could not carry 
out construction projects at the most 
favorable times. Much of the new plant 
had to be built at record high costs, with 


Regions 1954 
I Noripeast .....662.. 103 
II Fast Gentral ....... 84 
11t Southwest ......... 86 
IV North Central ..... 60 
V South Central ...... 43 
VI West Central ...... 8 
VII Northwest ......... 43 
VIII Southwest ......... 45 

U.S: Botals obo... 472 





a corresponding increase in fixed charges. 
Thus it became a major problem to secure 
rate increases necessary to offset these 
capital costs. 

Mr. Power said: 


Public service commissions had not 
had the experience nor the staffs to 
handle adequately the deluge of rate ap- 
plications which hit them. Telephone 
rates for the most part had remained 
nearly unchanged since some time in the 
1930’s. Management, too, was faced 
with the newness of the situation and 
very few experts or specialists were 
available in the telephone industry who 
had had any previous experience in 
processing rate revisions with utility 
commissions. The so-called “regulatory 
lag,” the time between filing for higher 
rates and the time an order was issued 
by the commission, also had very seri- 
ous effects on our earnings. 

The philosophy of many commissions 
had to be changed and management had 
to develop better methods of present- 
ing its case in a manner which would 
avoid delay and would give the com- 
missions the necessary information for 
advance study and thus eliminate the 
harmful effects of “regulatory lag.” 
Evidence of our progress lies in the 
improved earnings of telephone com- 
panies. Adequate rates are the lifeblood 
of the telephone industry, as you well 








Per Cent Per Cent of 
1958 Increase Reserve 1958 

127 23% 13% 
129 54 18 
129 50 11 

74 23 18 

63 47 50* 

12 50 37 

58 35 21 

58 29 22 
650 38% 19% 


*Seventeen per cent based on summer peak load. 
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realize. Although a few commissions 
do not yet look upon regulation as a 
means of giving specialized industries 
the advantages of competitive enter- 
prises while at the same time prevent- 
ing the abuses of monopoly, it is my 
firm opinion that the regulatory climate 
so far as the telephone industry is con- 
cerned has shown real signs of improve- 
ment. 


i ew telephone industry has now prac- 
tically caught up with the unsatisfied 
demand for telephones which developed 
during and after World War II. Hence 
the telephone companies are becoming 
sales-conscious. But since there had been 
no necessity to “sell” service or phones 
for many years, this means that salesmen 
must be trained and advertising policy 
developed. 
As Mr. Power remarked : 

We have always believed that the 
potential of the telephone business has 
just been scratched and as our sales 
programs begin to take hold, our pre- 
dictions are being confirmed. The de- 
mand for new colored telephones has 
far outrun production, and yearly 
budget estimates for an increase in 
telephones have already been exceeded 
in many cases. At one time we thought 


everyone had to have a black telephone. 
But like the automobile business, you 
furnish what the customer wants. To- 
day we are supplying telephones in eight 
different colors and our customers like 
them so well that we are beginning to 
wonder what we’re going to do with 
all our black telephones. We have set 
up merchandising and sales staffs with- 
in our organizations to push sales and 
train others to sell, and our internal 
publicity carries the message constantly 
that all of us can and must be salesmen. 
The goals which we can achieve are 
constantly being revised as we are ex- 
ceeding the programs which we previ- 
ously thought were optimistic. Ex- 
tension telephones, special directory 
listings, increased use of long distance, 
adjustments for hard-of-hearing peo- 
ple, dial lights, outdoor gongs, all these 
services are useful and salable. . . . but 
equally important they produce addi- 
tional revenue. Many subscribers know 
very little about these services and many 
more would buy them if a telephone 
representative would contact them. Our 
job is to get out and to sell to our 
customers. 


- gianoamici Power sees little letup in the 
expansion program for the industry. 





U.S. Long-term Bonds—Taxable 
Wty BONES Ada os. 6cccs vsece ces werner 


Ba 
Utility Preferred Stocks—High-grade .... 
Medium-grade .. 
24 Electric Utility Common Stocks 
30 Gas Utility Common Stocks 


eens eee eeee 


* Approximate date. 


government bonds. 





CURRENT YIELD YARDSTICKS 


June 3, 1955 Range 1954 Range 1953 Range 
1955* High Low High Low High Low 
2.74% 2.78% 2.62% 2.70% 2.41% 3.15% 2.70% 
3.09 309 «62:93 63.13 «2:86 3.43 3.01 
3.13 3.13 2.99 3.19 2.92 3.59 3.07 
3.21 322 Si2. Saf 3h 342-323 
3.40 341 337 372 37 3.94 3.50 
3.94 3.98 3.89 4.09 3.85 445 4.01 
4.23 429 419 451 4.17 487 4.43 
4.53 458 437 5.23 4.50 5:72 501 
4.44 470 429 522 4.64 5.66 4.74 


Latest available Moody indices are used for utility bonds and stocks; Standard & Poor’s index for 
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MAY UTILITY FINANCING 


PRINCIPAL PUBLIC OFFERING OF ELECTRIC AND GAS 
UTILITY SECURITIES 














Price Under- Offer- Indicated 
To writing ing Moody Success of 
Date Amount Description Public Spread Yield Rating Offering 
Mortgage Bonds 
5/11 $12.0 Georgia Power Co. Ist. 38s, 1985 .... 101.03 .64C 3.32% A d 
5/11 20.0 Jersey Central P.&L. Ist 34s, 1985 .. 102.82 54C 3.35 A d 
5/18 30.0 Ohio Edison Ist 34s, 1985 .......... 100.57 A7C 3.22 Aa Cc 
5/23 41.0 So. Calif. Edison Conv. Deb. 34, 1970 100.00 * 325 A * 
5/24 10.0 Potomac Elec. Pr. Ist 38, 1990...... 102.60 39C 320 Aa d 
57/25 95:0. Alabama Pr: Ist 34s, 1985. .......... 102.44 54C Sos A c 
5/25 60.0 Detroit Edison Gen. 33s, 1980 ...... 100.00 .61C 325 Aa d 
5/26 6.0 Brockton Edison Ist & CT 38, 1985... 101.42 1.00C 3.30 Aa d 
5/26 8.0 Wash. Gas Light Ref. 34s, 1980 .... 101.68 Ris, OF 3.40 A d 
Preferred Stocks 
5/19 10.0 Public Serv. of Oklahoma 4.24% .... 
i 4 * ($100 Par) ae neeae se ee 101.19 1.17C 4.19 ae a 
2/23 3.0 Wisconsin P. & L. 4.40% ($100 Par) 102.75 N 4.28 — *¥ i 
Earnings- 
Price 
Ratio 
Common Stocks—Subscription Offerings 
5712 «6-100 4FPlonda Power Corp: ..... 66.00. 43.00 N 372 5.15 _ 
5/12 4.1 Iowa Public Service .............. 15.50 =i 5.16 7.09 — 
5/23 6.6 Wisconsin Power & Light .......... 25.00 N chy 4 7.04 — i 
5/24 10.0 Potomac Electric Power .......... 19.50 .25N Sas 6.00 _ | 
5/25 6.9 Public Service of New Hampshire .. 16.75 35N 5:37 5.56 — 


C—Competitive. N—Negotiated. a—Reported well received. c—Reported that the issue sold somewhat 
slowly. d—Reported that issue sold slowly. *Offered to preferred and common stockholders on rights 
basis, not underwritten. **Offered on rights basis to preferred stockholders and employees, with under- 


writing and dealer compensation. -+Not underwritten. 


a 


SUMMARY—MAY NEW-MONEY FINANCING 
(In Millions) 


Offered to Sold to Sold Total f 
Stockholders Public Privately Financing ; 
Electric Companies 
RENEE MOE AE ES ina cs xs bu ua uep eee eeser ee $41 $140 — $181 | 
PC INPNLIRSIIRS. gis csi vies sess ab arsuew v0 ules wel 3 10 — 13 
IS MMIMNNEE <2 iG). ci ghia avs en pene sewe sels ov — = 37 
Es Orr ee ae ren ores $81 $150 ses $231 


Gas Companies 





MIG TRUE Se DERG <r sao cies meee sae eK abe — $8 $14 $ 22 
Peres PPMIMME ois oc b's. o's S aS cowie sen ess — — = a 
CL UT 2 Ce a eer aries wai eee sr — = mes 
OE ea So eR ISS Ook eon. — $8 $14 $22 
igtalemmecttac wind NGa6 666 55152008 ws ssa $81 $158 $14 $253 


Refunding operations (electric utility bonds) totaled $13,000,000. 
Source of data—Irving Trust Company. 
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The conversion to local automatic dialing 
is not yet completed, and national toll dial- 
ing is just getting under way. This im- 
provement in service will mean additional 
costs, thus requiring further upward re- 
vision in rates. Instead of waiting until 
there is any sharp decline in net earnings, 
the telephone companies are watching the 
situation very closely with a view to get- 
ting prompt and moderate relief as needed. 
They have discovered in the past that if 
there is too much delay so that large in- 
creases must be requested, this is apt to 
arouse public opposition. 

Technical engineering progress in the 
industry continues at a rapid pace. Per- 
fection of the tiny transistor to replace 
much larger vacuum tubes, is a revolu- 
tionary development. Connected with 
suitable circuits and using only a small 
amount of power, the transistor will am- 
plify, modulate, or generate with great 
efficiency and economy, the electrical cur- 
rents required for communication. Anoth- 
er important factor is the extension of 
so-called “carrier” systems. For some 
time now the industry has been making 
use of carriers which will provide for the 
transmission of 1,800 telephone conversa- 
tions over one pair of conductors, in one 
direction, by use of different frequencies. 
Even better ones are on the way. When 
applied to the coaxial cable, this carrier 
system gives the coaxial cable (with its 
eight units) a capacity of 5,400 telephone 
circuits. 


pennies communications have 
been handicapped by the effects of 
weather and static on radiotelephone con- 
versations. The new telephone cable (first 
of its kind) being laid between the United 
States and Europe by the Bell system will 
be equipped at frequent intervals with 
telephone repeaters, and it is being so 
carefully built that it should not require 
any maintenance for decades. 


A huge field for improvement and ex- 
pansion is in equipping automobiles, 
trucks, etc., with telephones. Already 
these have been installed in 300,000 busi- 
ness vehicles—passenger trains, harbor 
craft and pleasure boats, service trucks, 
etc.—and another 15,000 in private cars. 
This branch of the service is still in its 
infancy, but with solution of some tech- 
nical problems it should become profitable 
to the telephone companies as well as to 
subscribers. Another development of 
“wireless” telephone service would be in 
the home itself, where telephone conversa- 
tions might be relayed to any part of the 
house without wires by some such device 
as the military “walkie-talkie.” In the 
office this idea is being applied on a small 
scale by employing a small microphone 
and tiny speaker, permitting a busy execu- 
tive to talk and listen without lifting his 
phone off the cradle—unless he wants the 
conversation to be private. 


r addition to these new service methods 
which should increase telephone earn- 
ings, the industry’s growth will continue 
to reflect the rapid increase in population 
and in the construction of new homes, as 
well as by the increase in the number of 
telephones in each home. The telephone 
industry should also be a major benefi- 
ciary of the increasing trend toward de- 
centralization of industry and population. 

In concluding, Mr. Power quoted a 
“science fiction” forecast by Harold S. 
Osborne, who until recently was chief en- 
gineer of the Bell system: 


Let us say that in the ultimate, when- 
ever a baby is born anywhere in the 
world, he is given at birth a number 
which will be his telephone number for 
life. As soon as he can talk, he is given 
a watch-like device with ten little but- 
tons on one side and a screen on the 
other. Thus equipped, at any time when 
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he wishes to talk with anyone in the 
world, he will pull out the device and 
punch on the keys the number of his 
friend, then, turning the device over, 
he will hear the voice of his friend and 
see his face on the screen, in color and 
in three dimensions. 


> 


Analysis of Electric Utility 
Trends in 1954 


HE Edison Electric Institute recently 

published its Statistical Bulletin for 
the year 1954, in about the same format 
us last year, and a brief summary may be 
uf interest. 

The report indicates that while addi- 
tions to kilowatt capacity were 20 per cent 
larger than in 1953, the amount of plant 
retired jumped 62 per cent; hence the net 
increase in total capacity was only 11 per 
cent. 

Regarding use made of plant, elec- 
tric output of steam plants increased 8 per 
cent, and hydro power about 2 per cent, 
the total gain being less than 7 per cent; 
however, peak load increased over 9 per 
cent. 

The number of customers increased less 
than 3 per cent, hence the increase in out- 
put was largely due to greater use per 
customer. This was particularly true for 
residential customers, who increased their 
average annual usage nearly 9 per cent to 
a new high of 2,549 kilowatt-hours. How- 
ever, the average annual residential bill 
increased less than 7 per cent, indicating 
that the average kilowatt-hour rate de- 
clined about 2 per cent for domestic cus- 
tomers. For all customers, including com- 
mercial and industrial, there was no 
change in the average kilowatt-hour rate 
of 1.77 cents. 

Referring to efficiency of operation, the 
amount of coal necessary to produce one 
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kilowatt-hour dropped from 1.06 pounds 
in 1953 to .99 pound in 1954. This resulted 
from the substantial amount of new and 
efficient steam-generating capacity in- 
stalled during the year and the retirement 
of considerable inefficient capacity. 


 Beemnees to the financial statistics: 
while revenues gained about 6 per 
cent, increased operating efficiency held 
the increase in expenses to less than 3 per 
cent. 

However, depreciation jumped 12 per 
cent due to the substantial amount of 
new plant, and taxes were up over 7 per 
cent. Thus the industry did not obtain 
the full advantage of low operating costs, 
since total deductions increased about 5 
per cent. But even the one per cent dif- 
ferential between the increases in reve- 
nues and deductions permitted a gain of 
over 10 per cent in electric operating in- 
come. Net from gas and other services 
gained 9 per cent. 

A 35 per cent increase in the small item 
of “other.income” was about sufficient to 
offset the increase of over 13 per cent in 
fixed charges so that a gain of well over 
10 per cent was retained for net income. 
With preferred dividend payments up 5 
per cent and common dividends 11 per 
cent, the balance for surplus gained nearly 
13 per cent. 

Construction expenditures showed a 
slight decline from the previous year : The 
amount spent for production plant 
dropped 8 per cent, while expenditures for 
transmission and distribution plant in- 
creased 5 per cent and 6 per cent, respec- 
tively. 

Regarding methods of financing, there 
was a 7 per cent decline in debt financ- 
ing and a drop of one-third in common 
stock issuance, while the amount of 
preferred stock issues nearly doubled. To- 
tal financing was down about 4 per cent. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 
Share Earnings* Approz. 
1954 5/31/55 Dive Cur- Price- Div. Common 
Rev. Price dend Approx. rent % In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate teld Period crease Ended Ratio out Equity 
Pipelines 
$ 4 O Alabama-Tenn. Nat. Gas 19 $ 60 3.2% $1.65 25% Mar. 11.5 36% 40% 
14 O East. Tenn. Nat.Gas.... 10 .60 6.0 , 35 Mar. 1g5 Tel 13 
44 S Mississippi Riv. Fuel .... 58 2.80 48 2.90 21 Mar. 20.0 97 54 
48 S Southern Nat. Gas ...... 34 1.60 4.7 1.78 Di15 Mar. 19.1 90 26 
143 O Tenn. Gas Trans. ....... 36 1.40 3.9 1.93 33 Mar. 18.7 73 20 
150 O Texas East. Trans. ...... 27 1.40 5.2 1.74 NC Mar. 155 80 21 
68 O Texas Gas Trans. ..... 22 100% 45 1.65 6 Mar. 13.3 61 28 
63 © ‘Transcont. Gas.P..L. ..... 29 1.40 4.8 2.11 17 Dec. 13.7 66 21 
Averages ........ 4.6% 16.3 77% 
Integrated Companies 
122 S American Nat. Gas ..... 53 $2.00 3.8% $3.66 11% Mar. 14.5 55% 33% 
30 O Colo. Interstate Gas ..... 63 1.25 2.0 2.69 2 Mar. 23.4 9 
260 S Columbia Gas System... 17 .90 5.3 1.10 49 Mar. 15:5 82 42 
9 O Commonwealth Gas ..... 8 (a) 4.0a Bs 15 Dec. 14.5 — 69 
10 A Consol, Gas Ual. ....... 13 By fs 5.8 89 D25 Jan. 14.6 84 59 
21s S$ Gonsal. Nat. Gas ........ 34 1.50 4.4 2.98 25 Mar. 11.4 50 64 
144 S_ El Paso Nat. Gas ....... 49 2.00 4.1 192 D36 Mar. — 104 22 
34 S Equitable Gas........... 27 1.40 5.2 1.90 Mar. 14.2 74 36 
12 O Kansas-Neb. Nat. Gas .. 37 1.20 32 130 D24 Dec. — 92 31 
Ze SS. Wonenstat Ga vcs ssc.ice-s 31 1.40 4.5 1.89 Mar. 16.4 74 42 
22 S  Montana-Dakota Utils... 28 1.00 3.6 1.48 21 Mar. 18.9 68 31 
18 O. Mountain Fuel Supply .. 27 1.00 3.7 1.42 4 Dec. 19.0 70 55 
64 A National Fuel Gas ...... 20 1.00 5.0 1.45 13 Mar. 13.8 69 58 
89 S Northern Nat. Gas ..... 42 2.00 48 3.13 36 Mar. 13.4 64 32 
37. S Oklahoma Nat. Gas ..... 23 1.20 ee 1.64 39 Mar. 14.0 73 32 
87 S Panhandle East. P. L... 80 3.00# 3.8 409 NC Mar. 19.6 73 33 
10 O Pennsylvania Gas ....... 21 100 48 1.79 126 Dec. 117 56 100 
146 S Peoples Gas Lt. & Coke .. 157 700: 45 11.07 D1 Mar 14.2 63 36 
27 O Southern Union Gas .... 22 1.00 4.5 1.33 39 Dec. 16.5 75 34 
215 -S United Gas Corp. ....2.... on 50° 47 1.99 DS Mar 16.1 As «| 42 
Averages ........ 4.4% 15.6 71% 
Retail Distributors 
@ A Alabama Gas: «. .2..:.... 32 = $1.28 4.0% $1.90 17% Apr. 16.8 67% 43% 
42 A Ark. Louisiana Gas ..... 16 50 a 49 D27 Mar. — 102 9 
36 O Atlanta Gas Light ...... 25 1.20 4.8 2.16 48 Dec. 11.6 56 36 
46 S Brooklyn Union Gas .... 34 1.80 5.3 2.59 8 Mar. 13.1 69 46 
29 O Central Elec. & Gas .... 16 .80 5.0 1.35 23 Mar. 11.9 59 16 
10 O Central Indiana Gas .... 15 .80(b) 5.3 1.20 90 Mar. 12.5 67 62 
Sl (© “Gas Service: cscs ccceccs 26 1.36 5:2 1.86 32 Dec. 14.0 73 39 
6 © Harttord' Gas .......265. 40 2.00 5.0 3.08 27 Dec. 13.0 65 52 
14 O Houston Nat. Gas ...... 25 1.00 4.0 2.15 6 July 11:6... 47 22 
14 O Indiana Gas & Water .. 17 70 4.1 1.28 16 Mar. 13.3 55 46 
6 A Kings Co. Lighting .... 15 .80 53 Liz 63D Mar. 13.4 71 27 
OO 2 TERCIRGE GAS 66 oncc ce caies 13 60 4.6 .98 Mar. 13.3 61 af 
31 O Minneapolis Gas ........ 27 1.30 48 1.62 20 Mar. 16.7 80 40 
13 O Mississippi ValleyGas... 19 1.00(d) 5.3 1.62 11 Mar. 11.7 62 29 
8 O Mobile Gas Service ..... 24 .90 3.8 1.59 Z Mar. 15.1 57 31 
7 O New Haven Gas ....... of 1.60 Li 2.58 38 Dec. 12.0 62 64 
9 O New Jersey Nat. Gas .. 23 100E 4.3 1.87 201 Dec. 12.3 53 26 
62 O North. Illinois Gas ...... 19 80 42 iy ONE Mar. 16.2 68 48 
183 S Pacific Lighting ........ 40 2.00 5.0 2.88 45 Mar. 13.9 69 39 
O Pioneer Natural Gas ... 28 1.32 4.7 165 NC Mar. 17.0 80 47 
12 O Portland Gas & Coke .. 28 .90 a2 1.72 D8 Mar. 16.3 52 45 
8 A Providence Gas ........ 10 48 4.8 52 27 Dec. 19.2 92 62 
6 © Seattle Gas 5.6.65 .6000s 15 40 2.7 66 Di4 Mar 2a7 61 60 
8 O South Jersey Gas ....... 26 1.20 4.6 1.62 17 Feb. 16.0 74 52 
23 S United Gas Improvement 37 200 «865.4 2.11 DS Mar. 17.5 95 63 
33'S Washington Gas Light .. 40 2.00 5.0 2.91 40 Mar. 13.7 69 38 
Averages ........ 4.6% 148 68% 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER UTILITIES 






































Share Earnings* Appros. 
1954 5/31/55 Divi- Cur- Price- Div. Common 
Rev. Price dend Approx. rent % In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate teld Period crease Ended Ratio out Equity 
Communications Companies 
Bell System 
$4,785 S Amer. T. & T. (Cons.) .. 184 $9.00 4.9% $12.10** 3% Feb. 15.2 74% 65% 
220 A Bell Tel. of Canada.... 49 200 41 2.43 5 Dec. 20.2 82 62 
37 O Cin. & Sub. Bell Tel. .... 86 450 52 5.16 26 Dec. 16.7 87 100 
163 A Mountain Sts. T.& T... 128 660 52 IJi 11 Mar. 16.6 86 77 
259 A New England T.& T.... 139 8.00 58 7.83 6 Mar. 17.8 102 56 
632 S Pacific Tel. & Tel. ...... 139 7.00 5.0 9.29%* 21 Feb. ipo 8 Jo 59 | 
81 O So. New England Tel... 43 2000 AT 2.18 8 Dec. 19.7 92 67 
Averages ........ 5.0% 17.3 85% 
Independents 
10 O Calif. Water & Tel. ..... 19 $1.00 5.3% $1.52 4% Feb. 12:5 66% 38% 
12 O Central Telephone ..... 18 90 85.0 1.65 20. Mar. 109 55 £24 
35 O Gontinental Tel. ......... 26 1.00 3.8 2.10 36 Dec. 12.4 48 23 
3 O Florida Telephone ...... 17 80 4.7 1.07 40 Dec. 15.9 75 — 
143 S_ General Telephone ...... 56 1.92 3.4 sis 13 Apr. 17.9 61 37 
5 O Inter-Mountain Tel. ..... 15 .80 53 92 26 Dec. 16.1 86 64 j 
17 S Peninsular Tel. ........ 43 1.80 42 252 7 Wa: Wa 71 a i 
16 O Rochester Tel. ......... 19 1.00 =e 1.22 D1 Dec. 15.6 66 35 i 
7 O Southwestern Sts. Tel.... 21 100 48 1.31 19 Mar. 16.0 76 =. 334 
24 O United Utilities ......... 22 1.12 5.1 1.57** D3 Mar. 14.0 71 35 
222 S Western Union Tel. ..... 25 1.00 4.0 1.89** 12 Dec. i3zZ 53 83 
AWETARES) <.5-05 4.6% 14.7 66% 
Transit Companies 
A fie Nie CO ey 10 $ .80 80% $.75 D23% Mar. 13.3 107% 82% 
14 O Cincinnati Transit ...... 5 79 159 93 Di7 Dec.’53 5.4 
9 O Dallas Ry. & Terminal .. 12 140 11.7 2.21 21 Dec. 54 63 71 
227 S Greyhound Corp. ...... 16 100 63 1.40 19 = Mar. 11.4 71 82 
26 O Los Angeles Transit .... 15 100 6.7 1.20 4 Decs3 125 83 88 
30S Natl. Gty Lines ....... 23 140 6.1 2.35 26 ~=—@ Dee.’53 9.8 60 82 
73 © Pinta, Transit «02.55. 12 30 2.5 Deficit — Dec’53 — — 25 
7 O Rochester Transit ...... 4} .40 8.9 J D23 Dec. 10.2 91 38 
2 © St tous 2S... ..0..060% 15 1.40 9.3 1.22 30 3 =Dec’53 12.3 115 90 
iB SS “Demtaty fT. ..sscees 18 1.60 89 22 NC Dec’53 — — 43 
25 %) -tSnned: Transt ......... 4 -- _— 73 30 Dec.’53 5.5 - — 
Averages ....:3.. 8.3% 95 84% 
Water Companies 
Holding Companies 
34 S American Water Wks... 10 $ .50 5.0% $ 87 D4% Mar. 11.5 57% 16% 
4 O N.Y. Water Service .... 64 80 1.3 1.76 30 Mar. — 45 32 
Operating Companies 
4 O Bridgeport Hydraulic ... 33 160 48 1.49 D5 Dec. 22.1 107 =) 
11 O Calif. Water Service .... 41 2.20 5.4 2.47 1 Mar. 166 89 29 
8 S Hackensack Water ..... 44 2.00 45 3.26 D8 Dec. 13.5 61 41 
5 O Jamaica Water Supply .. 40 180 45 2.98 9 Mar. 134 60 £22 
4 O New Haven Water...... 61 3.00 4.9 4.42 76 Dec. 13.8 68 58 
6 O Phila. & Sub. Water .... 37 1.00(c) 2.7 2.45 — Dec. 15.1 41 22 
9 O Scranton-Springbrook ... 20 90 «64.5 1.30 D4 Mar. 564 69 «31 
4 O Southern Calif. Water .. 14 65 4.6 .94** Dl Dec. 14.9 69 —_— 
Averages ........ 4.3% 16.0 75% 





A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. **On average shares. #—A 2 per cent stock dividend was also paid December 31, 1954, 
and in previous year. (a)—Paid 4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. (c)— 
Paid 5 per cent stock dividend. (d)—Paid 25 per cent stock dividend. NC—Not comparable. E—Estimated. 
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What Others Think 


“Cost of Money” as the Determinant of 
Public Utility Rates 


HE traditional method of setting pub- 

lic utility rates is to arrive at a rate 
base and a rate of return on that base, 
determine what earnings result from ap- 
plying the rate of return to the rate base, 
and then set utility rates that will result 
in those earnings. There has been much 
controversy over the proper rate base and 
relatively little over the “going” rate of 
return. In recent years, however, the de- 
termination of the rate of return has been 
opened up to a fuller consideration of the 
“cost of money”: what the company must 
pay to obtain the money to finance its 
investments. Harold M. Somers, profes- 
sor of economics and dean of the Uni- 
versity of Buffalo School of Business 
Administration, sees, in this development, 
“consequences which may lead to a com- 
plete revision of the technique of admin- 
istrative agencies in setting utility rates.” 
In an article, “Cost of Money as the 
Determinant of Public Utility Rates,” in 
the Buffalo Law Review (Volume 4, No. 
3), spring edition, Dean Somers develops 
this view at some length, relating it in 
particular to utility regulation in the state 
of New York. He says: 


In New York, the public service com- 
mission has retreated to a strict cost 
basis, thus virtually eliminating the 


problem of valuation. Since the result- 
ing revenue may be inadequate under 
present conditions if the rate of return 
is limited to, say, 5 per cent, the ex- 
pedient of modifying the rate of return 
rather than the valuation of property 
has ostensibly been employed. One of 
the tasks of the agency is now supposed 
to be that of ensuring sufficient reve- 
nue to prevent a flight of capital from 
the public utilities and to attract suffi- 
cient capital for necessary improvement 
and expansion. Thus the prospective in- 
vestor becomes the key figure and the 
“cost of money,” broadly interpreted, 
is the crucial item of evidence. The 
emphasis throughout is on future pros- 
pects and how they influence a potential 
investor. Although “cost” is used as the 
rate base there is actually a concession 
made to replacement value in the broad- 
est sense—the value of replacement of 
the capital funds necessary to the busi- 
ness. 


B way of illustration, Dean Somers 

takes the most recent example of 
rate making in New York: the decision of 
the public service commission on the mo- 
tion of the New York Telephone Com- 
pany for approval of increases in rates 
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and charges. The decision, adopted Au- 
gust 5, 1954, denied the company’s mo- 
tion. (Recently, the appellate division of 
the New York supreme court, ruling on 
the appeal in this case, held that the New 
York commission erred when it refused 
to accept and consider evidence of current 
value with respect to the New York Tele- 
phone Company properties. ) 


7" author admits that the public serv- 
ice commission has not denied that it 
must take account of changing economic 
forces, but that its reliance on the original 
cost policy has none the less been very 
strict. It insists that economic forces must 
be considered only to the extent of ensur- 
ing a certain degree of stability in the dol- 
lar return, not in the real return (1.e., a 
dollar return is that high enough to allow 
for inflation). The commission insists 
that the investor in public utility shares 
anticipated the former rather than the 
latter when he made his investment. The 
commission rejects, thereby, the conten- 
tion that the investor in utility equities is 
entitled to protection against inflation. 

The crucial question, according to the 
author, is whether current prices are 
nevertheless to be considered where the 
governing statute requires consideration 
of “value.” He says: 


The logical problems involved in 
setting a “fair value” rate base are ap- 
parent. The Supreme Court has said 
that “rates cannot be made to depend 
upon ‘fair value’ when the value of the 
going enterprise depends on earnings 
under whatever rates may be antici- 
pated.” In the ordinary sense, “fair 
value” must depend on future earnings. 
Yet future earnings are to be deter- 
mined on the rate base. Thus it becomes 
impossible to set a “fair value” with- 
out knowing the rates, and yet the rates 
are to be determined by taking account 
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of the “fair value” base. The same logi- 
cal problems do not arise where “fair 
value” is narrowly construed to mean 
reproduction cost or original cost ad- 
justed for general price changes. Pre- 
vailing prices, specific or general, can 
then be used. 


HIS circular motion where future 

earnings are considered impairs the 
validity of a “fair value” rate base. The 
author points out, however, that the con- 
clusion that fair value is the end product 
and not the means of the rate-making 
process is “fully consistent” with the 
“flight of capital” doctrine under which 
the emphasis is on setting earnings at an 
appropriate level rather than on setting 
an appropriate base. He says the earnings 
that prevent a flight of capital will yield 
a certain value for the property but that 
value may not be a “fair” one from the 
stockholder viewpoint. 

The author adds: 


It should be pointed out that a fair 
return to investors is not necessarily 
fair to consumers. Utility rates set by 
the “cost-of-money” approach may 
well be unfair to consumers, hence the 
“cost of money” does not provide a 
conclusive method of determining such 
rates. The same can be said of the rate 
base method. Neither method gives as- 
surance of fairness to consumers. 

There is also a question whether the 
rate structure that would prevent a 
“flight of capital” is the same as that 
which would achieve what may be 
called an “inflow of capital.” It is the 
latter that is important in a dynamic 
economy. The commission presumably 
wishes the utilities to expand as the 
needs arise and as innovations become 
available. . . . But if the commission 
wishes to take account of the necessity 
of attracting capital in determining the 
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proper rate of return on original cost, 
the earnings and dividends in relation 
to the market prices of the equity se- 
curities are pertinent, rather than earn- 
ings or dividends as a percentage of 
original cost. “Cost of money” cannot 
be based initially on original cost even 
if it is to be translated later into a rate 
of return on the original cost. 


ibe say (as does the New York com- 
mission) that evidence of inflation 
will be used in setting the rate of return 
to be applied to the cost of the property, 
does not guarantee that the inflation in 
plant and equipment is actually taken into 
account in any way. High percentage 
rates of return on equities, Dean Somers 
declares, do not necessarily accompany 
high plant and equipment prices. The 
utilities ask for consideration of the rise 
in commodity and property prices; the 
commission is willing to consider only the 
rise, if any, in rates of return on equities. 

In respect to this fundamental differ- 
ence, the author states: 


. . The current rate of return on 
equity capital is influenced by future 
inflationary prospects among other 
things; the fact that prices of plant and 
equipment are now high compared with 
some past period may not be reflected 
fully or at all in the current rate of 
return on equities. Thus consideration 
of current price levels compared with 
past price levels does not necessarily 
show up in the rate of return nor does 


it give the utilities the relief they are - 


seeking. 

In short, price increases that have 
occurred are not actually reflected in 
the rate of return in so far as the latter 
is based on the “cost of money.” If an 
original cost rate base is also used, in- 
flation in plant and equipment prices 
appears nowhere in the computation. 


N computing the cost of capital it is 

necessary to know how much debt 
capital and how much equity capital is in- 
volved, the author states. The commission 
looks into the debt ratio and proposes to 
set rates on the assumption that debt 
rather than equity capital be used at least 
partly in financing new capital expendi- 
tures. The company may issue shares if 
it wishes, but the commission does not 
use the actual capital structure in deter- 
mining how much income should properly 
be provided: A hypothetical debt ratio is 
used for that purpose. Thus, as in the 
New York Telephone Company Case, the 
hypothetical debt ratio is of highest im- 
portance in setting telephone rates that 
will yield a rate of return on the cost basis 
in the neighborhood of 6 per cent, the 
New York commission’s target rate. Dean 
Somers’ article adds: 


The commission is strongly im- 
pressed by the fact that the yield on 
debt capital is generally lower than that 
on equity capital and that corporate 
dividends are derived from income that 
is subject to tax while interest expense 
is tax free... . The cost of money de- 
rived through issuance of debt is low 
relative to the cost of money derived 
through issuance of equities: Debt is 
“cheap money” and equities are “dear 
money,” we may say. For reasons of 
sound business practice the company 
nevertheless chooses to keep the debt 
ratio low although that raises the net 
cost of money as a whole... . The com- 
pany’s target in the current case is a 
debt ratio of 334 per cent while one 
of the commission’s witnesses used a 
ratio of 45 per cent (the present ratio 
being 38 per cent). The telephone rates 
would have to be higher to finance a 
334 per cent ratio than a 45 per cent, 
hence the commission’s concern with 
debt ratio. 
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a. Buffalo professor suggests that 
the use of a hypothetical debt ratio in 
rate making may, in this way, put pressure 
on management to change the debt ratio 
in a direction it considers undesirable, for 
the company is treated as if it had a less 
expensive debt ratio than it actually has. 
It is penalized for its managerial decision. 
On the other hand, the author states, the 
commission is well aware of the fact that 
a high debt ratio has its dangers. It speaks 
of the desirability of ieaving a margin of 
unused credit for future use. “Too high 
a debt ratio as a long-time policy may well 
be as expensive as too low a one.” In time 
of depression, the fixed obligation of debt 
could lead to drastic legal consequences 
compared with the flexibility inherent in 
equity capital. 

The author raises one further question 
concerning the commission’s refusal to 
accept the company’s existing or prospec- 
tive debt ratio as the basis for the com- 
putation of rate of return. He states: 


The commission substitutes its 
own judgment as to capital structure 
for the management’s judgment. Since 
debt ratio is unquestionably a matter on 
which reasonable men may differ, and 
comes within the scope of managerial 
discretion, there is doubt whether the 
commission should attempt to impose 
its own judgment in a question of this 
sort. 


A similar situation (which relates to 
the “cost of money’) prevailed in the 
New York Telephone Company Case as 
to earnings to be permitted over and 
above the dividends paid out. A commis- 
sion witness argued for an 80 per cent 
pay-out of accumulated surplus. A com- 
pany witness preferred a 65 per cent 
figure. 

On the other hand, the commission 
takes a “hands-off policy” in the matter 
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of wages. The author wonders if “similar 
respect should not be accorded managerial 
judgment in ‘cost-of-money’ items such as 
capital structure, debt ratio, pay-out ratio, 
and the like?” 


i is at this point that the dean of the 
University of Buffalo School of Busi- 
ness Administration launches into a the- 
ory of doing away with the rate base 
altogether. He proposes the forthright 
alternative of fixing utility rates directly 
on the cost of capital. He states: 


The question that arises is whether 
any rate base is needed in a consistent 
application of the “flight of capital” 
rule of rate making. The aim is to set a 
rate which will result in earnings which 
will prevent a flight of capital for the 
needs of the business. The process of 
setting a rate base and then a rate of 
return is an unnecessary carry-over 
from the old “fair value” days. What- 
ever the base, the rate of return will 
presumably be set so as to result in suffi- 
cient earnings to meet the “flight of 
capital” test. Why then go through the 
unnecessary motions of setting a base 
and a rate of return? Why not just de- 
cide on the level of earnings which will 
pay interest on debt and give an ade- 
quate return to the equity securities so 
as to make them sufficiently attractive 
in the capital market? Much waste ef- 
fort would be eliminated and all parties 
would understand clearly what is in- 
volved. Motions for introduction of 
evidence on reproduction cost would no 
longer have to be denied—they would 
not have to be proposed in the first place. 
The evidence to be submitted and con- 
sidered would be concerned with “cost 
of money”; 7.¢., the yield on equity se- 
curities that would be necessary to at- 
tract capital. From that, together with 
data on the capital structure (actual or 
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hypothetical—a point to be settled) 
could be determined the total desirable 
earnings. This could then be translated 
into a rate structure. 

It should be pointed out that the de- 
vice of going directly to the amount of 
return instead of using a rate base and 
rate of return is not to be confused with 
the procedure of setting utility rates 
without any factual basis whatever. Un- 
der the Hope decision [Federal Power 
Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 601, 51 PUR 
NS 193], the precise path taken by the 
administrative agency is left open (bar- 
ring a controlling statutory require- 
ment) as long as there is no abuse of 
the police power. Just as both original 
cost and reproduction are consistent 
with the Hope decision so are other rea- 
sonable methods of arriving at the end 
result... . 


The article concludes: 


...1n a jurisdiction committed entirely 
to the “cost-of-money” approach, it 
matters little whether original cost or re- 
production cost is used as the rate base. 
The rate of return will be adjusted ac- 
cordingly so as to yield the same total 
number of dollars; 7.e., the number of 
dollars required to prevent a flight of 


capital. As long as the rate base and 
the rate of return are kept inversely re- 
lated to each other so that their product 
results in the same dollar figure, any re- 
quirement that the commission consider 
reproduction cost in setting the rate 
base will be abortive. If the telephone 
company succeeds in imposing this re- 
quirement in the current case, it will 
still have before it the task of convinc- 
ing the commission or the court that a 
lower rate of return on a higher rate 
base conflicts with the statutory or con- 
stitutional standard even though the re- 
sulting number of dollars is the same as 
before and is sufficient to prevent a 
flight of capital. That will bring us back 
once more to the wording of the New 
York statutes and the constitutional as- 
pects of the Hope decision. 


HE question, the author says, will then 
be: Can the commission set rates just 
sufficient to meet the “cost of money” 
even though the statute says it must give 
due regard, among other things, “to a rea- 
sonable average return upon the value of 
the property . . .”? In other words, does 
the “cost-of-money” approach meet the 
statutory standard for telephone compa- 
nies in New York? 
—E. W. P. 





Notes on Recent Publications 


A DETAILED discussion of the tax problems 


covering transactions of oil and gas pro- 
ducers from conveyance of property to 
sale of oil and gas at the wellhead is con- 
tained in an attractive text co-authored by 
Clark W. Breeding and A. Gordon Bur- 
ton. Notable chapters are: Sharing Ar- 
rangements, Intangible Drilling Costs, De- 
pletion, Partnership, Corporations, Asso- 
ciations, and Unitization Agreements. Al- 
though the text is primarily concerned with 
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United States tax law, we note an excel- 
lent chapter by Mr. Burton on Canadian 
taxes, particularly taxation of U. S. na- 
tionals operating in Canada. The bibliog- 
raphy for each chapter is very complete 
and citations to 332 cases make it a first- 
class reference work as well as text. 

TAXATION OF OIL AND Gas INCOME, by 
Breeding and Burton. Prentice-Hall, Inc. 
New York, New York. 340 pages. 1954. 
Price $15. 
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Utility Bar Program 
Announced 


Oscar Berry, chairman of the sec- 
e tion of public utility law of the 
American Bar Association, has recently 
released details of the program of the sec- 
tion meeting, to be held August 21st to 
August 24th, inclusive, in connection with 
the annual convention of the American 
Bar Association in Philadelphia. Head- 
quarters of the section of public utility law 
and the location of all section meetings 
and functions will be the Barclay hotel, in 
Philadelphia. 

A special meeting of the council of the 
section on August 21st at 12 o’clock is to 
be followed by a panel discussion on the 
afternoon of August 22nd (2 p.m.) deal- 
ing with the report of the standing com- 
mittee to survey and report on the devel- 
opments during the year in the field of 
public utility law. Panel members slated 
to deal with each utility field were: 

Walter E. Craig of Phoenix, Arizona, 
will report on communications; David K. 
Kadane, Mineola, New York, on electric- 
ity; Willard W. Gatchell, general counsel 
of the Federal Power Commission—gas ; 
Stanfield B. Johnson, of Washington, D. 
C.—land transportation; James K. Crim- 
mins, New York city—air transportation ; 
Clarence H. Ross, Chicago, Illinois, chair- 
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The March of 
Events 


man of the standing committee, will re- 
view the committee’s report as a whole. 

On the morning of August 23rd (9.30 
A.M.), a special session will deal with 
“Legal Aspects of Atomic Power.” Paul 
W. McQuillen of New York; Harold L. 
Price, Atomic Energy Commission Divi- 
sion of Licensing; Arvin E. Upton of 
Washington, D. C.; Everett L. Hollis of 
New York; William A. W. Krebs, Jr., of 
the Massachusetts Institute of Technol- 
ogy; John H. McCarthy, chairman of the 
Michigan commission; Stoddard M. 
Stevens of New York; and Oscar M. 
Ruebhausen of New York will take part 
in the program. 

The afternoon session on August 22nd 
(2 p.m.) was to be given over to a discus- 
sion of the national highway program, 
featuring the following speakers: Austin 
L. Roberts, Jr., solicitor of the National 
Association of Railroad and Utilities 
Commissioners; E. C. Yokley, former 
counsel for the city of Nashville; and 
John Lansdale, Jr., counsel for the Ohio 
Turnpike Commission. 

The final session on August 24th will 
deal with the legal problems in the trans- 
portation field. Among the program 
speakers are Jervis Langdon, Jr., chair- 
man of the Association of Southeastern 
Railroads, Washington, D. C.; John S. 
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Burchmore, counsel of the National In- 
dustrial Traffic League, Chicago, Illinois; 
and Edward A. Kaier, general attorney of 
the Pennsylvania Railroad, Philadelphia, 
Pennsylvania. 

Election of officers and members of the 
council and other new business were to 
take place at this session, followed by the 
annual dinner dance of the section (7 
P.M.). Further details may be obtained 
from the secretary of the section, Henry 
F, Lippitt, 2nd, 30 Rockefeller Plaza, 
New York 20, New York. 


Utilities to Deliver Federal 
Power 


HREE electric companies operating in 
the Minnesota - Iowa - Dakotas area 


¥ 


have contracted with the federal Bureau 
of Reclamation to deliver power from the 
government’s Missouri river dams over 
their lines to bureau customers. 

Participating utilities are Northern 
States Power Company, Minneapolis; 
Otter Tail Power Company, Fergus Falls, 
Minnesota; and Interstate Power Com- 
pany, Dubuque, Iowa. Rural electric co- 
operatives, which are preference custom- 
ers, along with public agencies, for the 
federal power, took part in negotiations 
that led to the contracts. 

Purchasers of the government-generat- 
ed power will deal directly with the Bu- 
reau of Reclamation, with the privately 
owned utilities merely granting the use of 
their transmission lines on a fee basis. 


Alabama 


Gas Rate Increase Asked 


|. ghar filed with the state public 
service commission last month by the 
Alabama Gas Corporation sought a $1,- 
238,000 annual rate increase beginning 
June 27th. The utility declared the in- 
crease “would yield no additional profit to 
the Alabama Gas Corporation” and would 
be “equal to the increased cost which the 
company is compelled to pay Southern 
Natural Gas Company.” 

The requested rate increase is the same 


amount of increase in gas rates charged 
by the Southern Natural Gas Company. 
The federal government approved the gas 
company’s increases, retroactive to April 
Ist. 

“It will be impossible,” the company 
said, “for Alabama Gas Corporation to 
absorb this substantial increase in the cost 
of gas it purchases with no compensating 
increase in rates and maintain its ability 
to make extensions, finance its operations, 
and render adequate service to the public.” 


> 
Arkansas 

Commission Blocks Rate The proposed changes would have 
Boost meant an immediate increase in rates paid 
AY order handed down by the state pub- by customers whose bills amounted to 
lic service commission recently held more than $8.02 a month and in the 
that Arkansas Power & Light Company wholesale price paid by the rural electric 
could not place proposed changes in its co-operatives who buy their power from 
fuel clause into effect under bond. Arkansas Power. The utility would have 
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changed its method of computing bills un- 
der the fuel adjustment clause, which per- 
mits a utility to raise or lower its rates ac- 
cording to the price it pays for fuel to 
generate electricity. 


Also requested by the firm was a pro- 
posal to bring the co-operatives under the 
fuel adjustment clause for the first time, 
increasing the co-operatives’ power bill by 


about $200,000 annually. 


5 
Delaware 
Senate Rejects Bill mission jurisdiction over municipal utili- 
A™ which would have given the state ties which run their lines more than a mile 
public service commission jurisdic- beyond gad limits. 
tion over certain municipal utilities was The bill would have repealed the pres- 
rejected last month by the state senate. ent law exempting municipal utilities 
The measure would have given the com- from any commission regulation. 
> 
Maine 
Pike Plans to Stay as Chairman term does not expire until December, 
ere the state legislature’s refusal ei said it now seemed “sensible” to 
to follow his recommendations for 4 nes d of bej , = 
revision of the state’s “current value” law ee a ee discouraged _ 
on public utility rate fixing, Sumner T. legislature’s failure to change the “cur- 
Pike said recently he was not thinking of rent value” law, Pike said he was heart- 
resigning from his post as chairman of ened by the strong support proposed 
the state public utilities commission. changes got in the house. Members of the 
He had talked last fall of possibly re- house voted for a revision bill, but it was 
signing because of the present statutory overwhelmingly rejected in the state sen- 
requirements for fixing utility rates, which ate. The measure died when a conference 
he regards as undesirable. Pike, whose committee was unable to agree. 
© 
Missouri 
To Vote on Power Plant Bonds The bond funds would be used to ac- 
ESIDENTS of Independence will vote on so site for a new plant; construct “ 
August 16th on a proposed $10,000,- plant, which probably will consist of two 
000 revenue bond issue for expansion of 22,500-kilowatt generators; purchase ex- 
its municipal power plant and purchase isting lines and rights of ars of Kansas 
of lines now held by the Kansas City City Power & Light in the city and in the 
Power & Light Company. areas proposed for annexation; and make 
The city plans to construct a new pow- general improvements of the city’s power 
er plant near the Missouri river in order facilities. 
to use river water from that source to cut The present plant would be held on a 
costs of power production. stand-by basis. 
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Progress of Regulation 


Regulatory Trends 


N™ YorK has moved closer to the “fair value” states as the result of the 
decision rendered May 25th by the appellate division of the state supreme 
court, by a divided opinion (3 to 2), overturning commission orders in the 
New York Telephone Company rate case reported in 5 PUR3d 33. The com- 
mission had rejected a proposed rate increase and, as a basis for its decision, 
had used an original cost rate base. The court’s decision rests upon an inter- 
pretation of a statute relating to telephone and railroad companies which dif- 
fers from statutes governing other types of utilities. Consequently, if this deci- 
sion is upheld by the court of appeals, New York, in the absence of legislative 
action, may be only partly a “fair value” state. 


Lifting of Federal Restriction 


The dissimilar statutory provisions applying to different utilities presented 
no difficulty during the years when, under the doctrine of Smyth v. Ames 
(169 US 466), a fair value rate base was required to meet constitutional 
standards. Then came the Supreme Court rulings in the Natural Gas Pipe- 
line Case (42 PUR NS 129) and the Hope Case (51 PUR NS 193) free- 
ing regulatory commissions from the necessity of considering current costs 
in order to avoid confiscation. That shifted the question of fair value to 
the states. 
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Although under state laws some courts and commissions adhered to the 
fair value rule, the New York commission was among those which adopted 
an original cost rate base. It rejected evidence of reproduction cost as a 


measure of fair value. 


m Statutory Rate Base Requirements 


The New York statute applying to telephone companies and railroads re- 
quires the commission to give due regard, among other things, to a reasonable 
return upon the “value of the property actually used in the public service.” 
The statutes relating to other utilities require a reasonable return upon “capital 
actually expended.” 

The apparent inconsistency between the standard set up in the statute relat- 
ing to gas and electric corporations and that set up in the sections relating 
to railroads and telephone companies had been pointed out by the governor 
and he had suggested a correction by the legislature. Legislative investiga- 
tions of these statutes had been undertaken. Eleven legislative sessions, how- 
ever, had come and gone since the Hope Case and yet this “value” reference 
had remained. Stronger proof, said the court, could not be found to support 
the conclusion that the legislature was satisfied with such language. 

The New York court did not view the Hope decision as a bar to use of fair 
value or as an attempt to dictate legislative policy as to rate making for the 
individual states, beyond the requirements that rates should be fair and rea- 
sonable. With the mandate of the Supreme Court as to fair value still ex- 
tant, the hands of the legislature were fettered during that period, and hence 
its inaction meant little. After the decision in the Hope Case, the legislature 
was completely free to adopt some other standard that would apply to tele- 
phone and railroad companies, other than the concept of a return on the 
fair value of the property used in the public service. 


What Is Meant by Value 


The cost of property, said the court, is not the test of its value. It may be 
worth more or less, or worth and cost may at times coincide. The word 
“value” as used in the statute under consideration, said the court, presented 
a semantic difficulty. Obviously it was not used in the sense envisaged in 
ordinary speech, nor could it be accurately and precisely defined. Neverthe- 
less, it is a term well understood and applied by rate makers for over forty 
years. Hence, its lack of precision as a term of measurement constituted no 
bar to following the directive of the statute. The court referred to the fact 
that at least nine other states were now using it as a rate base; namely, Penn- 
sylvania, North Dakota, Indiana, Ohio, Maryland, Illinois, Maine, North 
Carolina, and Delaware. 

Fairly construed, said the court, the words “‘value of the property used in 
the public service” can only mean present value. The verb “used” in the con- 
text is a verb of continuing meaning. It could not refer in any grammatical 
or logical sense merely to the past. Hence, whether the language is taken as 
an adaptation of the Supreme Court rule before the Hope Case was decided, 
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or whether it be taken as language which the legislature framed entirely on 
its own, reproduction cost less depreciation is an indispensable ingredient, to 
be considered in fixing the present value of property actually used in the public 
service. This was said to be true because it is not possible, or at least not prac- 
ticable, to prove market or exchange value. Reproduction cost can be shown 
only by opinion evidence, and this type of evidence the commission had 
rejected. 

It was argued that the legislature could have had in mind the use of the 
terms “value’’ and “capital expended” interchangeably to mean original cost 
less depreciation. The commission said it was inconceivable that the legisla- 
ture intended that telephone rates should be fixed at any different standard 
than those of electric, gas, or water utilities. 

The court replied that the difficulty with this statement, and the argument 
implied, was that on the face of it the legislature had done the very thing 
the commission deemed to be inconceivable. The commission’s view, said the 
court, meant reading into the statute language that was not there—namely, 
“capital actually expended”—and discarding language that was actually there; 
namely, “value of property actually used in the public service.” This was said 
to be beyond the power of the commission and the courts, for it amounts to 
legislation, not construction. 


Mandate to Commission 


The company contended that the statutory language was an imperative 
mandate to the commission. The commission regarded the language as more 
or less of an “historical accident.” It took the view that the language of the 
statute applying to telephone companies was not mandatory, although it con- 
ceded that some rate base or formula was necessarily implied. The court 
disagreed, stating that the commission undoubtedly had wide discretionary 
power as to rate making even under the statute, but it could not give “due 
regard” to the value of property actually used in the public service if some 
proof of that measure were not before it. 


Value Prescribed by Other Laws 


The commission also cited reorganization provisions of the statute, estab- 
lishing fair value as the standard for recapitalization, to show that when the 
legislature wished to direct a fair valuation rate base, it did so in unequivocal 
terms. The court saw nothing in that law that supported the position of the 
commission. It “was not reasonable to assume” that the legislative intent was 
to deny a fair value standard for rate making, and yet direct such a standard 
to be used for reorganization and recapitalization. Moreover, the court at- 
tached no importance to the legislative abolition in 1950, of a bureau of valua- 
tion and research, formerly a part of the commission. 

Recent amendments to the Condemnation Law did not seem germane to 
the problem. They had been enacted to prevent excessive condemnation awards. 
Dissenting judges, however, considered these laws as the most recent expres- 
sion of legislative intent. They said that the legislature there described the 
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rate-making process for all utilities as being based on “capital actually ex- 
pended.” This was in relation to expected income as a factor in appraising 


property to be acquired. 


The decision of the Delaware court in the Diamond State Telephone Case, 
reviewed in this issue of the FoRTNIGHTLY (page 799), is another recent ex- 
pression of judicial views in favor of a fair value rate base, as is the recently 
reported decision of the Illinois court in 8 PUR3d 53. 





Review of Current Cases 


Federal Program Resulting in Competition May Not Be 
Challenged by Electric Companies 


HE United States court of appeals for 

the District of Columbia reversed a 
district court decision (1 PUR3d 282) 
and remanded it with directions to dis- 
miss the complaint of electric companies 
which sought to prevent the Southwest- 
ern Power Administration and the Rural 
Electrification Administration from carry- 
ing out an operating and loan arrange- 
ment for a federated co-operative to fur- 
nish wholesale power to distributing co- 
operatives in the area. 

The electric companies claimed that the 
competition which they would suffer if the 
government’s contracts were carried out 
would injure their business and that the 
contracts violate the loan standards of the 
Rural Electrification Act and the Flood 
Control Act. 


Capacity to Sue 


The court held that the electric com- 
panies did not show any interest or injury 
entitling them to maintain the suit and 
that, therefore, the lower court should 
have granted the motion to dismiss the 
complaint. Their sole complaint was the 
competition which would result from ef- 
fectuation of the contract. The court ob- 
served that controlling decisions of the 
United States Supreme Court, dealing 
with other electric power contracts of the 
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federal government, established that an 
interest of this kind is not sufficient to en- 
able them to sue to enjoin execution of the 
government contracts and program. 

The companies’ charters contain no 
provision purporting to grant them a mo- 
nopoly or to protect them from competi- 
tion by a federal instrumentality. Conse- 
quently, the court said, they had no basis 
for asserting that the competition which 
would result would be illegal as to them. 

The companies also claimed there was 
an unlawful conspiracy against them by 
the government officials and agencies. 
They summarized this claim as one of 
concerted action among the federal agen- 
cies and co-operatives to injure their busi- 
ness by unlawful means, by violations of 
the Rural Electrification Act and the 
Flood Control Act. The court held, how- 
ever, that the conspiracy allegations, 
based on allegedly unlawful acts in viola- 
tion of statutes, do not establish a right 
to sue. 


Congressional Supervision 


Furthermore, the court held, the statu- 
tory scheme embodied in the Rural Elec- 
trification Act and the Flood Control Act 
of 1944, as well as the related appropria- 
tions acts, contemplated congressional, 
rather than judicial, review of the gov- 
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ernmental activities here in question. 
These activities were nonregulatory and 
included disposal of surplus electric pow- 
er turned over to the Southwestern Power 
Administration by the Department of the 
Army. The companies were also held to 
have no standing to bring this action un- 
der the judicial review provisions of the 
Administrative Procedure Act. 


& 


Judge Prettyman dissented on the 
ground that the court should consider oth- 
er phases of the jurisdictional problem 
presented by the case. If these should be 
resolved in favor of the company, he said, 
the court should proceed to the merits as 
the lower court had done. Kansas City 
Power & Light Co. et al. v. McKay et al. 
No. 12067, April 28, 1955. 


Reproduction Cost Not Accorded Proper Weight 
In Fixing Fair Value Rate Case 


A igrang reargument of points considered 
in a previous decision, the Dela- 
ware supreme court held that the fair 
value determination by the commission 
did not give sufficient weight to reproduc- 
tion cost. A previous holding (5 PUR3d 
493) that, although the commission 
erred in rejecting any allowance for cash 
working capital, the lower court should 
not have determined the amount, was re- 
affirmed. 

The governing statute sets forth fair 
value as the criteria for determining the 
rate base. As to the time for determining 
such fair value, the court reiterated that 
fair value meant present fair value. The 
weight to be given to any and all of the 
different elements which the statute enu- 
merated depended upon the facts pre- 
sented in each particular case. 

The commission, in reaching its deter- 
mination, found an amount which was 
neither original cost nor reproduction 
cost, but was 12 per cent above original 
cost and 25 per cent under reproduction 
cost. The court pointed out that the com- 
mission had the duty to see that the utility 
was keeping the price of its commodity or 
service within reasonable bounds. On the 
other hand, the commission had to pro- 
vide a reasonable return based upon the 
present fair value of the company’s prop- 
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erty in an amount sufficient to pay, in ad- 
dition to the cost of production, a reason- 
able return to its stockholders and some 
surplus for necessary expansion. 

A large proportion of the company’s 
property was purchased prior to 1946. 
Costs had increased in a larger propor- 
tion than the rate increases granted. The 
court held that the commission’s finding 
did not properly reflect the impact of in- 
flationary prices upon the value of the 
property, or upon the cost of replacement. 
The commission should have accorded 
more weight to reproduction cost. 

The lower court had substituted its own 
findings for those of the commission with 
respect to the rate base and working cap- 
ital allowance. Such substitution was im- 
proper, held the court. The findings 
should have been reversed and remanded 
to the commission. The fixing of rates 
which a public utility should be permitted 
to charge is a legislative act, which the 
commission is much better qualified to 
perform than the court. 

The power of the court on appeal from 
an order of the commission is merely to 
affirm or reverse the order. The court has 
no authority to amend, modify, substitute, 
or direct the substitution of another order 
or findings. Re Diamond State Teleph. 
Co. April 20, 1955. 
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Return Allowance on Stable Investment 


[IX authorizing additional revenue for a 
water company, the Indiana commis- 
sion said that it would adhere strictly to 
the legislative will in arriving at a de- 
termination of the fair value of the com- 
pany’s plant. To do so, the commission 
was required to give full consideration to 
original cost depreciated. Reproduction 
and current cost factors could be added 
to the original cost determination. 

Any information in possession of the 
state board of tax commissioners or any 
local authorities was also permitted to fig- 
ure in the determination. The commission 
might elect to include an amount for work 
in progress plus an allowance for working 
capital and property held for future use. 


Return on Safe Investment 


Water utilities, the commission noted, 
provide an opportunity for highly secure 
investment. With increased demands for 
new volumes and consequent increases in 
gross income, it was believed that the com- 
pany would be an attractive investment for 
prospective utility security purchasers. 
The return required would, therefore, be 
somewhat less than that required by utili- 
ties not considered of the volume type. 


€ 


The commission did not consider a fair 
return to be like fixed interest paid by a 
savings bank. The return, it was stated, 
should be so designed that over reasonable 
periods the company would receive an 
aggregate average close to the target 
amount. Such return would naturally 
vary from period to period. For a longer- 
range objective, certain degrees of toler- 
ance must exist. A return which is higher 
than the indicated fair return by a few 
hundred dollars does not call for a rate re- 
duction, nor does a similar drop below in- 
dicated percentage require contrary action. 

The commission thought it was entire- 
ly possible, in the period immediately fol- 
lowing large capital expenditures and 
great net additions to a plant, for the re- 
turn to fall below that generally anticipat- 
ed or considered reasonable. As the add- 
ed improvements came into full use, and 
productive capacity was recognized by the 
public, who would readily take advantage 
of the potential volumes available, the net 
income of the company would be increased 
to a point where the return over the longer 
period would be fully adequate. Re Gary- 
Hobart Water Corp. No. 25624, March 
10, 1955. 


Rates Based upon Original Cost and Contributions 
Excluded from Operating Expenses 


HE Missouri commission has author- 

ized an electric company to increase 
rates to yield a return of about 6.47 per 
cent. The increased rates were needed 
because of higher operating costs, load 
growth, and high cost of construction. 


Original Cost 
For many years the commission has 
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used an original cost rate base, although 
it formerly gave consideration to both 
original cost and reproduction cost. In 
1944 the Supreme Court of the United 
States held in the Hope Natural Gas Com- 
pany Case, 320 US 591, 51 PUR NS 193, 
that a commission was not bound to use 
any single formula in determining rates. 
Under the statutory standard of “just and 
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reasonable” it is the result reached, not beneficiary agencies was not supported 
the method employed, which is control- through individual and business contribu- 
ling, according to that decision. tions, the burden of relief would fall on 

Since the decision in the Hope Case, the government, probably in large part on mu- 
commission has believed that it was free nicipal government. This could be dis- 
to rely on the original cost standard so charged only through increased taxes. He 
long as the rate of return applied to that further pointed out that the company and 
standard achieved a “just and reasonable” its customers receive benefits through the 
end result. It found nothing in the state building of better citizens, who will be 
statute requiring it to consider reproduc- better customers and who will support a 
tion cost. more prosperous community. 

In using original cost the commission The chambers of commerce help the 
said it was motivated primarily by prac- communities to compete with other com- 
tical considerations. It believes the repro- munities in attracting new industries. The 
duction cost new theory lacks definiteness company claimed that unless it helps to 
and stability. The commission conceded promote its own communities, it will lose 
that if it adopted a reproduction cost rate business and industry to other places. 
base, it could apply a lower rate of return Unregulated businesses treat these costs 
than could be applied to original cost and as ordinary business expenses which are 
arrive at the same end result. But, it said, reflected in the price of goods and services. 
there is no reason or necessity for attempt- It has been the commission’s policy in rate 
ing “to beguile or befuddle the public” by proceedings, however, to eliminate from 
applying seemingly low rates of return to operating expenses all contributions. 


The commission did not question the 
propriety or advisability of making the 
payments but said that it was unable to 
draw the line between contributions which 


inflated rate bases. 


Charitable Contributions 


The company included ree may benefit the company and those which 
expenses amounts for charitable contribu- will probably be nonproductive. It con- 
tions and payments to various chambers cluded that the benefits, if any, realized 
of commerce in its service area. The prin- by the company by reason of these pay- 
cipal contribution was the company’s ments would inure to the stockholders to 
pledge to the Heart of America United a greater extent than to the customers. 
Campaign. A company witness stated Consequently, it disallowed them as op- 
that, in contributing to that campaign, the erating expenses. Re Kansas City Power 


company was discharging its responsibil- & Light Co. Case. No. 12,886, April 7, 
ity as a citizen and that if the work of the 1955. 


Telephone Rates Rejected As Resulting in 
Subsidy to Unprofitable Exchanges 


HE Wisconsin commission did not al- mission said, would have resulted in the 

low a telephone company the entire more profitable exchanges subsidizing the 
amount of a proposed rate increase. The less profitable ones. The return found rea- 
rates suggested by the company, the com- sonable for the entire company was 6.5 
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per cent. The rates approved for the com- 
pany’s exchanges would permit them to 
earn returns ranging from the average re- 
turn of 6.5 per cent to 8 per cent. This 
was considered within the limits in which 
the commission could exercise discretion. 


Working Capital Disallowance 


No allowance for working capital was 
made inasmuch as the company, by billing 


e 


for service in advance, was able to collect 
sufficient funds in advance of the due date 
of its accounts payable. 

The company’s maintenance expense, 
the commission ruled, should be allocated 
among its exchanges in a manner which 
most closely relates to the expense actually 
experienced at each exchange in the past. 
Re General Teleph. Co. of Wisconsin, 
2-U-4291, April 11, 1955. 


Increased First Step Rates for Domestic Natural 
Gas Customers Denied 


oo gas company’s proposal to 
increase rates to all customers for 
the first hundred cubic feet of gas and to 
decrease the subsequent step rates was dis- 
approved by the Massachusetts Depart- 
ment of Public Utilities in so far as it af- 
fected domestic customers. The cost of 
doing business with such customers ex- 
ceeded the existing rate for the first step 
little, if any. The department concluded 
that the company failed to sustain the 
proof cast upon it in so far as customer 
costs were concerned, these being the larg- 
est component of the first step cost. 

The purpose of the proposed readjust- 
ment was to permit the company to lower 
rates beyond the first step so as to encour- 
age development of the house-heating 
load. It claimed that a decrease in rates 
was necessary in order to further its 
house-heating sales campaign. It further 
claimed that it could not afford to do so 
without an increase in other steps. Con- 
cerning these arguments, the department 
said : 

We take an extremely dim view of 
this approach of respondent. If the 
lower tail rate were all that would be 
required in order to sell house-heating 
gas, we would be the last to stand in the 
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way. However, we consider that it is 
manifestly improper to subsidize this 
sales campaign at the expense of the 
balance of respondent’s customers. 
Other gas companies have realized this, 
and their stockholders have been suf- 
ficiently farsighted to content them- 
selves with an inadequate present re- 
turn in view of the prospect of long- 
range improvement. 


The department observed that if the 
company felt that its most fruitful possi- 
bilities of future development were in the 
field of space heating, it might consider 
what rate modifications it wished to in- 
troduce in order to enable it to meet the 
price competition of other fuels, and such 
proposals would receive prompt and sym- 
pathetic attention. The only limitation in- 
sisted upon by the department was that 
the company make sure that the smaller 
users should not be required to assume 
more than their fair share of the burden. 

Proposed increases were approved for 
building heating rate schedules and com- 
mercial and industrial schedules. The de- 
partment believed that the customer com- 
ponent of the cost analysis did not mean 
so much with respect to these customers. 
It found that the increase in the initial 
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step rate under the nondomestic sched- 
ules was unimportant to the customers as 
compared with the savings in their bills 


e 


which would result from their large con- 


sumption. Re Lynn Gas & E. Co. DPU 
10977, April 13, 1955. 


Company’s Rule Prohibiting Unauthorized Telephone 
Answering Device Upheld 


bie Ohio commission passed upon the 
reasonableness of a telephone com- 
pany’s tariff provision for discontinuance 
of service if a customer used an unauthor- 
ized telephone attachment. A subscriber 
complaining against service denial operat- 
ed a vending machine business and need- 
ed an answering device to take incoming 
calls during his absence and to relay mes- 
sages to incoming customers. To meet 
that need, he had purchased an instrument 
known as a tele-magnet. He installed the 
device in his home and began to use it, 
and notified the company of his action. 

Invoking its tariff provision, the com- 
pany disconnected service. The customer 
obtained an injunction against the discon- 
tinuance pending final disposition by the 
commission. 

The customer alleged that his device 
worked properly and efficiently on all oc- 
casions, and that it had never failed to so 
operate. He further asserted that the tele- 
magnet did not violate the tariff provi- 
sions in that it was not connected to the 
telephone by wires or any mechanical de- 
vice. The telephone receiver was placed 
on top of the device. The ringing of the 
telephone set started the tele-magnet into 
actual operation by induction. After the 
machine began to operate, a “T”’ arm con- 
tained in the tele-magnet raised the re- 
ceiver sufficiently to make a contact. The 
answering mechanism went into operation 
and informed the caller as to the where- 
abouts of the customer and, through the 
recording device, invited the caller to 
leave a message, which was recorded. 
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The company contended that the device 
was not well designed and that tests in- 
dicated it was an inferior piece of equip- 
ment. The company also asserted that it 
could not properly discharge its duty to 
all subscribers if it did not have complete 
control over devices attached to its 
system. 

The commission agreed with the com- 
pany. It was not enough for the customer 
to show that the actual instrument he was 
using in his home operated properly or 
that he was satisfied with it or its work- 
ings. 

If, in fact, it could adversely affect 
the service of persons who would have oc- 
casion to call the home of the customer, 
or would cause those persons to be unable 
to hear or to have other difficulty with 
service, then the company would be un- 
able to correct such deficiency because of 
its inability to control the installation of 
the offending device. 

The commission pointed out that the 
customer’s device was admittedly limited 
in its use to single-party lines and not 
feasible for use on multiple-party lines. 
The device would operate only with the 
302 handset and was absolutely unable 
to function with other types of telephone 
instruments. The company’s tariff provi- 
sion was considered reasonable. 

The commission noted that the com- 
pany had available to its subscribers a de- 
vice similar to that used by the customer 
which would provide him with the service 
he needed. The use of the company’s de- 
vice would impose a duty upon it to serv- 
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ice it and to maintain its proper operation 
and be responsible should the improper 
functioning of that device in any way ad- 
versely affect service. The company was 


= 


held not to have acted improperly in dis- 
connecting the customer’s service. Murray 
v. Ohio Bell Teleph. Co. Case No. 24,691, 
April 20, 1955. 


Coin Box Telephone Service Discontinued for 
Unlawful Use 


HE New York supreme court de- 

nied a tavern owner’s application for 
an order directing a telephone company to 
restore public coin box service in his place 
of business. The police raided the prem- 
ises and arrested a customer who was 
charged with taking “policy slips” for the 
“numbers game.” Subsequently service 
was discontinued. 


Customer’s Contention 


The former subscriber argued that the 
person arrested was not an employee nor 
was he connected in any way with the bar. 
He said that the bar’s record was without 
blemish and that the place would have to 
be left unattended whenever he had to 
order merchandise by telephone. 


Nature of Coin Box Service 


The court commented at the outset that 
the petitioner did not comprehend the 
precise nature of the situation here in- 
volved. The matter at hand involves a 
public service by means of coin boxes. A 
person in whose establishment a public 
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phone is located is an agent of the com- 
pany. The phone is installed for the bene- 
fit of the public at large and in its inter- 
est. The company has the right to decide 
“as to whom it will constitute its agent in 
connection with its general public phone 
booth service.” 


Reasonable Application of Rule 


The court said that in such a proceed- 
ing its authority was limited to a deter- 
mination as to the reasonableness of the 
company’s application of its rules regard- 
ing the termination of coin box service. 
Its conclusion was that the former sub- 
scriber had failed to show any unreason- 
ableness or discrimination, while the com- 
pany had affirmatively established the rea- 
sonableness of its action. The evidence 
produced by the company included a state- 
ment of the rule regarding unlawful use, 
the testimony of a detective as to the tele- 
phone’s part in the “policy game,” and the 
record of the establishment consisting of 
eight arrests in a 2-year period. 1887 Bar 
& Grill Inc. v. New York Teleph. Co. 140 
NYS2d 15. 


Expense Claims for Taxes, Unnecessary Labor, and 
Sales Promotion Adjusted 


HE Wisconsin commission directed a 
gas company to refund to customers 
the difference between interim rates pre- 
viously authorized and final rates pre- 
scribed. The final increase authorized was 
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lower than the interim rates because the 
pipeline supplier’s increase had not been 
as large as anticipated. 

Working capital was excluded from the 
rate base since income tax accruals were 
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more than sufficient to offset the amount 
of money needed. 

The company had included in its cost 
of service estimated ad valorem taxes 
which were based upon estimated in- 
creases in property subject to assessment 
and increased tax rates. The commission 
noted that the latter assumption was made 
despite the fact that the state tax rate had 
shown a pronounced downward trend in 
the last few years. In the light of such 
trend, the commission deemed the com- 
pany’s estimate excessive. 

The commission found that the labor 
force at certain plants was greatly in ex- 
cess of requirements for test operations 
and maintenance on a stand-by basis. Not- 
ing that only a skeleton force was re- 
quired to meet minimum safety standards, 
the commission refused to burden rate- 
payers with the cost of maintaining non- 
productive labor to the extent incurred by 
the company. Claimed labor expenses 
were reduced accordingly. 

The proper allocation of expenses be- 
tween sales promotion and merchandising 
and jobbing, a nonutility function, came 
up for discussion. The company had 
charged the salaries of residential sales- 
men to sales promotion and their commis- 
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sions were charged to merchandising. No 
part of the supervision for the general 
sales manager’s responsibility area was 
assigned to merchandising. 

Also charged to sales promotion were 
the cost to the company of television and 
display board advertising, newspaper ad- 
vertising, space occupied by merchandise 
in the office building, depreciation and ad 
valorem taxes on office building and fur- 
niture used in merchandising activities, 
payroll taxes, and welfare and pension 
expenses applicable to employees engaged 
in merchandising activities. 

The commission disagreed with the 
company’s view that the only joint ex- 
penses chargeable to merchandising were 
those incurred on an incremental basis. 
The company’s theory of cost allocation 
was inconsistent with the actual facts. The 
commission found a substantial portion of 
the amount charged to sales promotion 
should be eliminated from operating ex- 
penses and charged to merchandising. 

The final increase, as authorized, would 
produce a return of 6.2 per cent, which 
the commission considered fair and rea- 
sonable. Milwaukee v. Milwaukee Gas 
Light Co. 2-U-3609, February 24, 1955, 
rehearing granted March 31, 1955. 


Commission Passes on Expense Claims and 
Disallows Part of Water Transmission Loss 


HE Pennsylvania commission, in de- 
termining the fair value of a water 
company’s property for rate-making pur- 
poses, gave consideration to original cost 
and reproduction cost, the latter at the 
fair average price of materials, property, 
and labor. Additional revenue which 
would produce a return of 6 per cent was 
authorized. 
A corporation had been rendering 
management and supervision services to 
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the company, which included customer 
billing, service complaints, telephone and 
telegraph, and bookkeeping and account- 
ing. 

Since the company could not eco- 
nomically maintain separate office staffs 
and maintenance crews and the necessary 
equipment incident thereto, the commis- 
sion allowed the expense. 

The amortized portion of the cost of 
an engineer’s survey and report on water 
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leaks was allowed even though the ex- 
pense was of a nonrecurring nature, the 
commission pointing out that the actual 
expenditure was in the public interest. 
Rate case expenses were allowed to be 
amortized over a 5-year period. 


Excessive Water Cost 


The commission considered the figures 
for purchased water excessive. The com- 
pany’s supply was delivered through an 
antiquated transmission main which it 
did not own, and the line loss was high. 
The commission recognized that the com- 
pany would continue to spend excessive 
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amounts for water in lieu of normal main- 
tenance, until it obtained another ‘source 
of water or adopted a regular mainte- 
nance program. 

The full amount claimed was not al- 
lowed since the commission felt it would 
be unfair to require the customers to pay 
for many times as much water as used in 
order to compensate the company for ex- 
cessive purchases. However, a reasonable 
allowance was made in lieu of mainte- 
nance. Pennsylvania Pub. Utility Com- 
mission et al. v. Cowden Water Co. Com- 
plaint Docket Nos. 16190, 16167, Feb- 
ruary 28, 1955. 


Valuation for Condemnation after Commission 
Certification of Figures as to Earnings 


ff Pena appellate division of the New 
York supreme court has reversed and 
remanded a lower court order confirming 
an appraisal of a water company’s prop- 
erty which was being condemned by a wa- 
ter authority and denying the public serv- 
ice commission’s motion for discontinu- 
ance of the proceeding. 

It found that the condemnation award 
was made upon an erroneous theory of 
valuation, that there was no evidence of 
record from which the value of the prop- 
erty might be correctly determined, and 
that the record was insufficient to support 
the conclusion that “due regard” was ac- 
corded the anticipated earnings certified 
by the public service commission. 


Figures Certified by Commission 


Under 1952 amendments to the Con- 
demnation Law, the public service com- 
mission must certify to the court the an- 
nual net earnings which the utility system 
might reasonably be expected to continue 
to produce in the hands of the condemnee, 


JUNE 23, 1955 


806 


and the rate base and return from which 
that estimate is derived. But this legisla- 
tive direction was said to be only the statu- 
tory expression of what has long been the 
law, that the capitalization-of-earnings 
method is a proper consideration in arriv- 
ing at the value of a regulated public 
utility. 

That is not to say that the appraisal 
commissioners must accept the certified 
rate of return as the capitalization rate. 
The statute does not so direct, nor has the 
public service commission ever taken this 
position. The court held that the statute 
requires nothing more than that the com- 
missioners of appraisal give “due regard” 
to the certified earnings. 

In view of this requirement, it was 
deemed essential that it should appear from 
the record that the commissioners have 
not brushed aside as inconsequential the 
earnings certified by the public service 
commission. The court said that “it is not 
too much that the courts require some evi- 
dence that the will of the legislature has 
been done.” Nothing in the record indi- 
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cated compliance with the statute, in the 
court’s opinion. 


Value to Condemner or Condemnee 


The court pointed out that, regardless 
of the principle of valuation adopted, the 
question of just compensation is not de- 
termined by the value to the government 
which takes, but the value to the individual 
from whom the property is taken. In the 
present case the court concluded that the 
award was not based upon damages to the 
present owner but, contrary to law, upon 
the benefit to the condemner. 

There was little or no testimony in the 
record upon which the value of the plant 
in its existing condition under the water 
company’s management might be correct- 
ly determined. The company presented 
only evidence of reproduction cost of the 
property, whereas the authority condemn- 
ing the property evaluated the system 
upon its earning power as a tax-free 
operation. 

The authority’s witness admitted that 
his value figure did not represent “what 
this property is worth but a figure which 
the authority can afford to pay.” The 
court held that this test of value could 
never be accepted, let alone considered. It 
said that while such an approach to value 
may have its practical application in a 
bargain and sale situation, such a limita- 
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tion cannot be forced upon an unwilling 
seller. Limitations, practical or otherwise, 
upon the availability of the wherewithal 
to provide “just compensation” do not 
constitute the measure of that compen- 
sation. 


Valuation of Properties 


The valuation of utility properties in 
eminent domain cases presents unique 
problems. The absence of sales of similar 
property presents one difficulty. For an- 
other thing, the taking includes not only 
the property but also the business. It was 
conceded that no hard and fast rule can 
be laid down to cover every case or fix in 
advance the limit of the matters that may 
be considered by the appraisal commis- 
sioners in any particular case. 

The usual method of fixing value in 
condemnation cases is by ascertaining the 
market value. But, the court said, since 
there is hardly a market for a public util- 
ity, one must turn to other tests of value. 
Original cost and reproduction cost are 
admissible as evidence of value, but nei- 
ther is conclusive. Capitalization of earn- 
ings is another method of appraisal which 
has met with approval in some jurisdic- 
tions, although usually rejected as the sole 
test. Onondaga County Water Authority 
v. New York Water Service Co. et al. 
139 NYS2d 755. 


Gas Company Relieved of Refund Obligation 


A“ company’s application for an or- 
der relieving it from the obligation 
of making refund of moneys received by 
it from its supplier was approved by the 
Wisconsin commission. When the Fed- 
eral Power Commission reduced its sup- 
plier rates, the company received about 
$8,000 to distribute among its customers. 
After deducting the cost of making the 
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refunds, the net amount refundable would 
approximate $6,700. 


Absorption Proposal 


More recently the cost of supply had 
been increased substantially. The added 
cost for the remainder of the current year 
would be over $45,000. The company pro- 
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posed to absorb the increase and use the 
refund to offset in part the added cost. 


Return Consideration 


The commission did not consider the 
company’s request unreasonable inasmuch 
as the higher cost of supply had resulted 
in its earning less than the 6.3 per cent 
return which the commission found rea- 
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sonable in its last rate order. Another 
stipulation which was a factor affecting 
the commission’s decision was the com- 
pany’s agreement that if a refund was re- 
ceived of part of the most recent increase 
in the cost of supply, this amount would 
be distributed among the customers. Re 
Wisconsin Southern Gas Co. 2-U-4151, 
May 16, 1955. 


Telephone Use by Patron of Bar and Grill 
Causes Loss of Service 


HE California commission dismissed 

a subscriber’s complaint against a 
telephone company’s refusal to restore 
service. The company had acted upon re- 
ceiving a request from the chief of police 
to discontinue the service because of its 
use for bookmaking. The commission, 
however, provided for consideration of an 
application for service after thirty days. 


Evidence of Unlawful Use 


Testimony at the hearing indicated that 
a beer-drinking customer of the establish- 
ment had occupied a considerable portion 
of his time on the telephone. It did not 
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appear that the management was aware 
that the patron was receiving bets on horse 
racing over the telephone. Police officers 
testified that they had found “betting 
markers” on the customer and had an- 
swered the phone in his stead and heard 
the person on the line placé a bet on a 
horse. Subsequently, the chief of police 
requested the company to discontinue serv- 
ice. The company’s action pursuant to 
this request, the commission concluded, 
was based on reasonable cause. Levy et 
al. v. Pacific Teleph. & Teleg. Co. Case 
No. 5624, Decision No. 51385, April 26, 
1955. 


Motor Common Carrier Certificate Interpreted to 
Exclude Transportation of Acid 


ea Utah supreme court set aside a 
commission decision that a common 
carrier by motor vehicle had authority to 
transport acid used in the processing of 
uranium. 

This common carrier had contended 
that another carrier’s application for au- 
thority would duplicate its rights. 

The present operator was authorized 
to transport commodities requiring equip- 
ment or service of a character not regu- 
larly furnished by regular common car- 
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riers and for commodities which required 
the rendering of a special service. It was 
also authorized to haul supplies used in the 
construction, development, or mainte- 
nance of facilities for the discovery and 
production of minerals. Several commodi- 
ties were named as examples of the types 
of articles to be transported, with the 
provision that the authority was not 
limited to the named commodities. 

The carrier, according to the court, 
could not claim that the use of acid in con- 
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nection with uranium mining was a fa- 
cility for the development and produc- 
tion of minerals. Where there was uncer- 
tainty about intent, said the court, the 
meaning of doubtful words or phrases 
should be determined in the light of asso- 
ciated words and phrases. General words 
or terms following specific ones must be 


Transit Tokens 


HE supreme court of Rhode Island 
affirmed a decision of the public util- 
ity administrator granting a transit com- 
pany’s petition for authority to increase 
rates by discontinuing the sale and use of 
tokens. The court found that if the peti- 
tion were denied, the company would 
probably be threatened with the destruc- 
tion of its credit, and perhaps insolvency. 
The individual appealing claimed that 


understood as applying to things of the 
same kind as the specific. But where an 
article is entirely foreign to the class of 
commodities covered, it could not be rea- 
sonably held to be within the meaning of 
the grant of authority. W. S. Hatch Co. 
v. Utah Pub. Service Commission, 277 
P2d 809. 


Discontinued 


the administrator neglected to consider 
current economic conditions in the com- 
munity and that in so doing he miscon- 
ceived the law as laid down in previous 
decisions by the court. Although the court 
agreed that the administrator should con- 
sider economic conditions, it concluded 
that this error did not affect the reason- 
ableness of his decision. Michaelson v. 
Kennelly, 113 A2d 121. 


Spur Track Service on Existing Track Denied 


HE owner of a warehouse located 

alongside a spur track complained to 
the Wisconsin commission that the rail- 
road had refused service. It was shown 
that, for the successful operation of the 
warehouse, spur track service was prac- 
tically indispensable. The warehouse had 
been constructed with proper clearances 
in conformity with legal requirements so 
that spur track service could be rendered 
without endangering the public. 

The railroad complained of the opera- 
tional difficulties servicing the complain- 
ant would entail. If a car were to be de- 
livered to another shipper on the spur 
track, the railroad would have to switch 
out any cars spotted at complainant’s 
plant before it would be able to deliver 
the car to the other party. The railroad 
indicated that it would have no objection 
to furnishing service to the complainant 


off a spur track constructed at the ex- 
pense of the shipper. 

The commission held that it had no 
power to require a railroad to render 
service to the public generally on a spur 
track which the railroad had constructed 
at its own expense for the service of one 
or more industries. The railroad could 
discontinue such a spur track at will, and 
the commission had no power to require 
its restoration and the resumption of serv- 
ice thereon except upon petition of the 
industry involved and at its expense. 

Noting the willingness of the railroad 
to serve if the prospective shipper built a 
new spur track, the commission concluded 
that an adequate remedy for securing 
service was available, and denied the ap- 
plication. Heyrman v. Kewaunec, Green 
Bay & W. R. Co. 2-R-2818, March 29, 
1955. 
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Other Recent Rulings 


Competing Certificate Set Aside. The 
Mississippi supreme court held that the 
commission had erred in authorizing 
motor carrier service in territory served 
by certificated carriers without first giving 
the existing carriers notice and a reason- 
able time within which to furnish neces- 
sary additional or improved service. F. & 
W. Express v. Delta Motor Line et al. 
78 So2d 887. 


Reduction in Branch Line Service. 
The Oklahoma supreme court upheld a 
commission determination that a rail- 
road’s application for permission to re- 
duce branch line freight or mixed-train 
service from three times a week to twice 
a week should be denied, where such re- 
duction would leave the various indus- 
tries along the route without daily service 
of switching and spotting cars. Chicago, 
R.I. & P. R. Co. v. Oklahoma, 281 P2d 
172. 


Grade-crossing Apportionment. The 
supreme court of Missouri held that the 
commission had jurisdiction over street 
crossings within a third-class city and had 
the right to apportion costs of safety ap- 
pliances for such crossings between the 
railroad and the city. Wabash R. Co. v. 
Wellston, 276 SW2d 208. 


Contributions for Water Meters. The 
Connecticut commission, in authorizing a 
rate increase for a small water company, 
refused to allow the company to accept 
customer contributions for the installa- 
tion of meters, to be refunded with in- 
terest at the company’s discretion, where 
it had been the universal practice for utili- 


ties to supply meters at their own expense 
and the return allowed was adequate to 
enable the company to finance the outlay 
without assistance from customers. Re 
Newtown Water Co. Docket No. 9081, 
May 2, 1955. 


Judicial Review. The court of appeals 
at Kansas City, Missouri, reversed a 
lower court judgment and affirmed the 
commission’s denial of a truck carrier’s 
application to serve a certain route where 
the record contained adequate support for 
the commission’s finding that a sufficient 
number of carriers were operating over 
the route in question and were rendering 
reasonably satisfactory service. State ex 
rel. Denton v. Missouri Pub. Service 
Commission, 277 SW2d 684. 


Barge-rail Rates. The United States 
district court did not find that an Inter- 
state Commerce Commission order refus- 
ing to approve joint through barge-rail 
rates was discriminatory where there was 
no showing made that the present rates 
of the railroad and water carriers in- 
volved in the proceeding were improperly 
preferential or prejudicial. Dixie Carriers 
v. United States, 129 F Supp 28. 


Commission as Party on Appeal. The 
New Mexico supreme court held that the 
commission was an indispensable party to 
an appeal by a trucker from a judgment 
vacating a commission order, which judg- 
ment contained injunctive features run- 
ning directly to the commission and its 
personnel. Ferguson-Steere Motor Co. v. 
New Mexico State Corp. Commission, 
282 P2d 705. 
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Public Service of Indiana’s Wabash River generating sta- 
tion where four DELTA-STAR bus runs are now in operation. 
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Success is contagious 


With success comes satisfaction. Satisfaction leads to more of the same. 


That’s why this example of satisfaction with Delta-Star equipment has a specific mean- 
ing for you. That applies particularly if you are not now using Delta-Star’s services 
and equipment. 


Four Delta-Star bus runs carry peak load 


At Public Service of Indiana’s Wabash River generating station, four main generator 
bus runs recently carried an all-time peak load of 400,000 kw. All four are Delta-Star 
bus runs. 


Fifth to carry additional 125,000 kw 


Expanding again, Public Service of Indiana recently ordered a fifth Delta-Star bus 

run. This is typical of customer satisfaction with Delta-Star equipment —satisfaction | 
originating from users’ success with Delta-Star’s high quality products, engineering | 
assistance and service. 


This kind of satisfaction may readily be yours. Just call on Delta-Star. 


For the best in high voltage electrical equipment, specify DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 


HKD H. K. PORTER COMPANY, INC. 
OF PITTSBURGH 


thea tetaberns 2437 Fulton Street * Chicago 12, Illinois 
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Dayton Power & Light to Spend 
$21,500,000 on Tait Station 


A $21,500,000 modernization of the 
Frank M. Tait generating station 
was announced recently by Kenneth 
C. Long, president of The Dayton 
Power and Light Company. This is 
the first step in a program that will 
ive this station an ultimate capacity 
of 400,000 kilowatts, according to Mr. 
Long. Some of the old and small units 
will be removed and replaced with new 
and larger equipment. 

Also announced was the company’s 
1955 total construction program of 
$12,675,000. The total is divided as 
follows: Electric facilities—$9,616,- 
000: Gas facilities—$2,506,000 ; and 
Steam and water divisions—$553,000. 
The total expenditures for the year 
include $550,000 for the beginning of 
the work at Tait station. 


G-E Releases New Bulletin 
On Repainting Transformers 


“REPAINTING Transformers In 
The Field” is the title of G-E bulletin 
GET-677F now available from the 
General Electric Company, Schenec- 
tady 5, New York. 

The eight-page publication is pro- 
fusely illustrated and includes a dis- 
cussion of proper painting methods 
for longer paint life, preparation of 
paint, number of coats required, and 
has a discussion of repainting subway 
transformers. 


Continued Growth Predicted For 
Rockland Light & Power 


ROCKLAND Light & Power Com- 
pany, Nyack, N. Y. has undertaken a 
large expansion program designed to 
acommodate increased system de- 
mands, according to Charles L. Huls- 
wit, president. After completion of its 
Grahamsville hydro-electric plant, this 
simmer, the company will have a total 
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generating capability of 172,000 kilo- 
watts as compared with 36,000 kilo- 
watts in 1948 and 84,000 kilowatts at 
the beginning of this year. Steam and 
hydro units going into operation in 
1955 will more than double the previ- 
ous electric generating capability. It 
is expected that this capability will be 
sufficient to take care of growth in 
electrical requirements through 1960 
and possibly for a longer period. 


Southern Cal. Edison Dedicates 


160,000 KW Unit at El Segundo 
THE first unit of Southern California 
Edison Company’s El Segundo steam- 
electric generating station was official- 
ly put into operation recently during a 
special dedication ceremony held at the 
plant. Following his unveiling of a 
permanent marker plaque, A. N. 
Kemp, Edison Company director, 
went to the plant control room where 
he opened the throttle to put the giant 
160,000 kilowatt generating unit into 
full commercial operation. 

According to the announcement, EI 
Segundo is one of the nation’s most ef- 
ficient generating stations. When com- 
pleted, with the second unit which is 
scheduled to be operational in the lat- 
ter part of 1956, it will represent an 
investment of approximately $45,000,- 
000. 

Edison’s El Segundo steam station 
is one of five steam-electric generat- 
ing plants placed under construction 
by the company since the end of 
World War II. 

Among the outstanding features of 
the station is the fully outdoor oper- 
ating deck where turbines, generators, 
boiler firing aisle, and other equipment 
are located. In addition to materially 
reducing construction costs, the out- 
door design will cut operation and 
maintenance costs. Another unique 
feature is the use of high viscosity 
fuel oil which is used to fire the giant 
boilers. The fuel is delivered directly 
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from the adjoining Standard Oil re- 
finery. 

Seawater is used as a coolant for 
the condensers which condense spent 
steam back into water for re-use in the 
plant boilers. Two large conduits, each 
ten feet in diameter, extend approxi- 
mately 2,800 and 2,000 feet into the 
ocean for intake and discharge of 
ocean water for the condenser cooling. 

Edison’s El Segundo station was 
designed and built by the Bechtel Cor- 
poration in close codrdination with 
company engineers. 


A-C Releases Bulletin on 3-Pole 


Subway Oil Switches 
A NEW bulletin giving design, con- 
struction features and general dimen- 
sions of Allis-Chalmers 3-pole non- 
automatic subway oil switches used 
for sectionalizing lines, switching of 
transformers, or similar services, has 
been released by the company. 

Two types of switches are de- 
scribed—Type M-25, rated 300 am- 
peres, 5,000 volts, and Type M-50, 
rated 400 amperes, 7500 vclts. The 
switches are available with either sin- 
gle or multiconductor cable sleeves and 
are designed for positive and safe op- 
eration without frequent adjustment 
or inspection. 

Copies of the bulletin, “Allis-Chal- 
mers 3-Pole Subway Oil Switches,” 
71B6101B, are available on request 
from Allis-Chalmers Manufacturing 
Company, 965 S. 70th street, Milwau- 
kee, Wis. 


Portland Gas to Launch 
$16,000,000 Program 
PORTLAND Gas & Coke Company 
will start immediately a $16,000,000 
construction program to take care of 
the expansion of business expected 
with the arrival of natural gas in its 
area in the summer of 1956, according 
(Continued on fage 25) 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. The offering is made only by the Prospectus. 
NEW_ISSUE June 8, 1955 


575,856 Shares 


Baltimore Gas and Electric Company 
Common Stock 


(No Par Value) 


Holders of the Company’s outstanding Common Stock are being offered the right to subscribe at $30.25 per share for the 
above shares at the rate of one share for each ten shares of Common Stock held of record on June 7, 1955. Subscription 
Warrants will expire at 5:00 P.M., Eastern Daylight Saving Time, on June 22, 1955. 

The several Underwriters have agreed, subject to certain conditions, to purchase any unsubscribed shares and, both 
during and following the subscription period, may offer shares of Common Stock as set forth in the Prospectus. 





Copies of the Prospectus may be obtained from any of the several underwriters, including the undersigned, only in States in 
which such underwriters are qualified to act as dealers in securities and in which the Prospectus may legally be distributed, 


The First Boston Corporation 
Blyth & Co., Inc. Alex. Brown & Sons Harriman Ripley & Co. John C. Legg & Company 
I 


ncor porated 


Merrill Lynch, Pierce, Fenner & Beane White, Weld & Co. 











nor a@ solicitation of offers to buy any of these securities. The offering is made only by the Prospectus. 
June 10, 1955 


This advertisement is neither an offer to sell 
NEW_ISSUE 


245,000 Shares 


Kansas City Power & Light Company 
Common Stock 


(Without Par Value) 


Holders of the Company’s outstanding Common Stock are being offered the right to subscribe at $37 per share for the 
above shares at the rate of one share for each ten shares of Common Stock held of record on June 9, 1955. Subscription 
Warrants will expire at 3:30 P.M., Eastern Daylight Saving Time, on June 27, 1955. 

The several Underwriters have agreed, subject to certain conditions, to purchase any unsubscribed shares and, both 
during and following the subscription period, may offer shares of Common Stock as set forth in the Prospectus. 


of the Prospectus may be obtained from any of the several underwriters, including the undersigned, only in States in 


Copies 
hich such underwriters are qualified to act as dealers in securities and in which the Prospectus may legally be distributed. 


which 





The First Boston Corporation Blyth & Co., Inc. 
Glore, Forgan & Co. Kidder, Peabody & Co. Merrill Lynch, Pierce, Fenner & Beane Smith, Barney & Co. 
White, Weld & Co. A. C. Allyn and Company Bear, Stearns & Co. Coffin & Burr Hallgarten & Co. 


Incorporated Incorporated 


Stern Brothers & Co. Spencer Trask & Co. G. H. Walker & Co. Dean Witter & Co. 











This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. The offering is made only by the Prospectus. 
NEW_ISSUE June 6, 1955 


275,464 Shares 


Public Service Company of Colorado 
Common Stock 


($10 Par Value) 


Holders of the Company’s outstanding Common Stock are being offered the right to subscribe at $38.50 per share for the 
above shares at the rate of one share for each ten shares of Common Stock held of record on June 3, 1955. Subscription 
Warrants will expire at 3:30 P.M., Eastern Daylight Saving Time, on June 20, 1955. 

The several Underwriters have agreed to form and manage a group of securities dealers for the purpose of obtaining sub- 
scriptions through the exercise of Subscription Warrants by original holders thereof and, subject to certain conditions, to 
purchase any unsubscribed shares and, both during and following the subscription period, may offer shares of Common 
Stock as set forth in the Prospectus. 


Copies of the Prospectus may be obtained from any of the several underwriters only in States in which such 
underwriters are qualified to act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation Blyth & Co., Inc. Smith, Barney & Co. 


Boettcher and Company Bosworth, Sullivan & Company, Inc. 
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INDUSTRIAL PROGRESS 
(Continued ) 
to Charles H. Gueffroy, president. 

With the advent of natural gas the 
company expects its 82,000 customers 
to increase to at least 115,000 and pos- 
sibly 130,000 by 1960. Total gas sales 
are expected to increase four or five 
times in that period, previous company 
studies have indicated. 

The company also estimates that it 
will cost $3,000,000 to convert gas 
burners for use of the new natural 


gas. 


R & S Offers Booklet on 
"One-Step" Method of Bill 
Analysis 
RECORDING & Statistical Corpora- 
tion is offering to utility management 
an illustrated brochure “The ‘One 
Step’ Method of Bill Analysis.” This 
booklet sets forth the advantages of 
this exclusive “One-Step” method for 
the preparation of utility bill analysis. 

Among the advantages listed are 
lower cost, simplified billing proce 
dures, and more detailed consumption 
data. 

The booklet points out that in addi- 
tion to the “One Step” method of bill 
analysis, R & S offers a complete serv- 
ice for the electronic compilation of 
figures on Sales Analyses; Market 
Research Tabulation and Analysis 
(including actual framing of question 
naires) ; Fixed Asset Studies ; Inven 
tory Control; Personnel and Labor 
Studies; Tax Statements; and Peak 
Load Service. 

Copies of the brochure may be ob- 
tained from Recording & Statistical 
Corporation, 100 Sixth avenue, New 
York 13, New York. 


Seattle Gas Preparing 
For Natural Gas 


FIVE construction jobs totaling $2,- 
506,500—the first phase in Seattle Gas 
Company’s vast program to prepare 
for the distribution of natural gas 
have now been contracted fer or au 
thorized, Walter S. Byrne, president, 
announced recently. 

Contracts for two of the jobs al 
ready have been awarded. Engineer 
ing on the other three is under way, 
and contracts are expected to be 
awarded in mid-December. All of the 
work will be completed prior to July 
1, 1956, target date for the arrival of 
natural gas in Seattle. 

The construction schedule is to 
bring natural gas from the company’s 
Wo city gate locations, north and 


(Continued on page 26) 
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Digger” truck leads in close quarters, 


has big capacity, digs up to 20” wide, 5’ deep 


This East Ohio Gas Company job, the 
replacement of a main extension, 
shows why the Cleveland Model 92 
“Baby Digger” is so widely used for 
city digging. The “92” puts the edge of 
a trench within 17 inches of a parallel 
wall, loads excess spoil directly into 
trucks at the curb, and affords the oper- 
ator full visibility of the whole job. 


Its exclusive Cleveland multispeed 
transmission provides over 30 evenly 
graduated digging wheel and crawler 
speed combinations, from 6 inches to 
30 feet per minute. Its lower wheel 
speeds enable it to pick its way safely 
through the numerous underground 
obstructions typical of city digging. 
The three lower of its four wheel 
speeds provide the correct power 
applications for digging in even the 
toughest soils. And its highest speed 
combinations, of course, assure high 


daily footage on jobs where high pro- 
duction rates can be used to advan- 
tage. It has ample capacity for trench 
from 10 to 20 inches wide, down to 
5 feet deep. 


Compactness, maneuverability, speed 
combinations, capacity —if most of 
your trenching jobs are city jobs, the 
“92” is the trencher for you! 





And does it get around! The “92” 
hustles safely from job to job... at 
legal limit speeds . . . because it’s so 
easily portable on the drop-axle, tilt- 
bed Cleveland T5 Trailer. 


See your local distributor for the full Cleveland story or write direct to: 


THE CLEVELAND TRENCHER COMPANY « 20100 St. Clair Ave., Cleveland 17, Ohio 





CLEVELAND 




















INDUSTRIAL PROGRESS—( Continued) 


south of Seattle, into the company’s 
distribution system. 


R-R Issues Booklet on 


File Reorganization 
A COMPANY with 25 four-drawer 
files can save at least $1,925 a year 
through professional file reorganiza- 
tion, according to “Subject File” a 
new folder by Remington Rand. 

[t tells how business and industry 
can secure these worthwhile annual 
savings through records analysis and 
file reorganization by the company’s 
Eusiness Services Department file or- 
ganizers. 

Subject Filing, which can be tailor- 
made for each organization, brings all 
like material together in one place aid- 
ing in quick efficient executive deci- 
sions. 

A typical records analysis and file 
reorganization project is described in 
a 10-step procedure. 

“Subject File’—BSD 32—is avail- 
able at Remington Rand sales offices 
in all principal cities or by writing 
Remington Rand Inc., 315 Fourth 
avenue, New York 10, N. Y. 


Underground Storage of 
Natural Gas Increasing 


THE volume of natural gas in under- 
ground storage in the United States 
in 1954 was 1 trillion 11 billion cubic 
feet, according to a report issued by 
the Committee on Underground Stor- 
age of the American Gas Association. 
This represented an increase of 125 
billion cubic feet over the previous 
year. Volume of gas in storage in five 
years has risen to 2.45 times the 412 
billion cubic feet in storage in 1950. 

The ultimate capacity of the under- 
ground stcrage reservoirs in the 
United States which includes all na- 
tive and cushion gas in the reservoirs, 
on October 31, 1954, the end of the 
AGA association year, was 1 trillion, 
859 billion cubic feet, an increase of 
about 125 billion cubic feet over the 
previous year. Ultimate capacity for 
storing natural gas underground has 
increased about 2.40 times since 1950 
when such capacity totaled 774 billion 
cubic feet. 

At the end of the 1954 vear there 
was a total of 6,395 active wells oper- 
ating in 172 pools located in 17 states. 
A year earlier there were 5,789 active 
wells in 167 pools in the 17 states with 
underground storage facilities. At the 
end of the 1954 period there were 12 
new underground storage pools under 
construction. When completed, these 


peols will add another 180.4 billion 
cubic feet of capacity to underground 
sterage facilities in the United States. 

This growth in underground stor- 
age operations has meant a large capi- 
tal investment. The AGA committee 
estimates that total capital investment 
if underground storage operations in 
1954 was $343,000,000. This includes 
estimated value of cushion gas as well 
as investment in plant for under- 
ground storage. It is estimated that 
an additional 64 million dollars will be 
invested in underground storage fa- 
cilities in the next three years as a 
part of the $2.7 billion the gas indus- 
try expects to spend in new construc- 
tion in that period. 

Pennsylvania continues to lead the 
17 states in underground storage op- 
erations with about 266 billion cubic 
feet stored in 1954. Ohio is second 
with a maximum of 191 billion cubic 
feet underground and West Virginia 
ranks third with maximum gas in stor- 
age in 195-4 totaling 161 billion cubic 
feet. 


Kentucky Utilities Installing 
Microwave Communication 


System 
CONSTRUCTION work is under- 
Way on a microwave communication 
system which will link Kentucky Utili- 
ties Company facilities at Lexington, 
Dix Dam and Green River power sta- 
tion. 

The system, which is expected to 
be in operation early this summer, will 
be used for power dispatching, tele- 
metering, supervisory control, remote 
control of local two-way radio instal- 
lations and emergency and business 
communications. 

The first tower has been erected at 
Dix Dam, the hub of the K.U. trans- 
mission system. Its height is 282 feet. 
Other towers are going up at Caney- 
ville in Grayson County, Beech Grove 
in Washington County, Badger in 
Larue County, Kessinger in Hart 
County, at the Green River power sta- 
tion near Central City, and in Lexing- 
ton. The system is expected to be in 
full operation in July. 

A similar microwave system is 
planned between Dix Dam and Pine- 
ville where one of the company’s ma- 
jor generating stations is located. 

Also planned is a microwave link 
between Dix Dam and the William C. 
Dale power station of East Kentucky 
Rural Electric Codperative Corpora- 
tion. Dix Dam is in the central dis- 
patching point of the integrated East 
Kentucky-K.U, transmission systems. 


Ebasco Appointment 

lL. C. GARDNER, president of 
IXbasco Services Incorporated, engi- 
neering, construction and_ business 
consulting firm, has announced the ap- 
pointment of William G. Lauffer as 
head of the Mechanical Plant Better- 
ment Group of the Consulting [ngi- 
neering Department. Mr. Lauffer suc- 
ceeds the late Arthur H. Krauss. 

Mr. Lauffer entered the steam 
power plant field with the cperating 
department of Brooklyn Edison Com- 
pany in 1923. Prior to joining Ebasco 
Services in 1939, he spent three years 
with Sanderson & Porter on design 
and operation of several power plant 
projects. 

Since joining Ebasco, Mr. Lauffer 
has been assigned in Shanghai, has 
consulted and assisted in the solution 
of many operating and maintenance 
problems for most of Ebasco’s client 
companies, and more recently was as- 
signed to the new lignite burning plant 
designed and constructed by Ebasco 
at Sandow, Texas. 


Panhandle Eastern Pipe Line Plans 
To Boost Capacity by 
160,000,000 Cu. Ft. 


PANHANDLE Eastern Pipe Line 
Company has notified the Federal 
Power Commission that it plans to 
boost its coming winter peak day ca- 
pacity by approximately 160,000,000 
cubic feet of natural gas. This would 
be in addition to the 100,000,000 cubic 
feet of peak day capacity added to the 
pipe line’s volume last winter. 

Panhandle’s gas is delivered in 
greatest part to utilities and industries 
in Michigan, Indiana, Ohio, Illinois 
and Missouri. The company’s three 
main parallel transmission _ lines 
stretch from the Southwest to Michi- 
gan and a subsidiary, Trunkline Gas 
Company, which draws on gas re- 
serves along the Gulf Coast, ieeds into 
the Panhandle system at Tuscola, Ill. 

Half of the additional new capacity 
would be supplied by pumping new 
supplies of fuel through Trunkline 
and the other half will result from a 
series of operating improvements cn 
Panhandle’s main line. 

Trunkline had earlier told the Com- 
mission that it proposed to spend $18,- 
700,000 to expand its facilities to pro- 
vide the additional volumes of gas. 
Panhandle has filed an application to 
spend $3,714,000 for new compressor 
engines to be installed at its Indiana 
pumping stations at Montezuma, 
Zionsville and Edgerton. 























Here’s Proof of Performances... 








901 of 912 pressure-creosoted poles | 
still standing in this 27-year-old line 






Duke Power Company, Charlotte, N. C. 
—supplying power to 40% of the nation’s 
textile spindles—has been using pressure- 
creosoted poles since 1913. Careful records 
kept by Transmission Engineer M. E. 
Kimbrell show an extremely low rate of 
pole failure. 


A 17.4-mile transmission line between 
Elkin and North Wilkesboro, N. C. was 
erected in 1928 with 512 pressure-creo- 
soted poles. Today, 501 of these poles are 
still in service in their original locations. 


Pressure-creosoted poles which Duke 
Power Company is obtaining today not 
only meet the requirements for long life, 
but high standards of pole cleanliness as 
well. 


Your pressure-treater can supply you 
with poles that meet these requirements, 
especially if he uses USS Creosote. It’s 
a uniform preservative, made to give uni- 
formly good results. For complete infor- 








j mation, contact our nearest Coal Chemical 
i | sales office listed below or write directly 
:. to United States Steel Corporation, 525 
William Penn Place, Pittsburgh 30, Pa. 
| 
n 
s 
s | One of the 27-year-old pressure-creosoted poles 
e i in Duke Power Company’s transmission line be- 


tween Elkin and North Wilkesboro, N. C. 





You can obtain clean pressure-creosoted 
poles upon specification without sacrificing 
pole service life. 
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CREOSOTE 


SALES OFFICES IN 


PITTSBURGH, NEW YORK, CHICAGO, CLEVELAND, 
SAN FRANCISCO AND FAIRFIELD, ALA. 
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Progress 
in 
turbine- 
generators 

















buckets are made stronger, longer, 
and more efficient 


Extensive research and development programs include testing of 
new metals, evaluation of new aerodynamic and mechanical designs 




































The G-E 26-inch, 3600-rpm turbine bucket at left, with 
a nested pin-type dovetail, was built to meet a specific 
need arising out of a new turbine design. It typifies the 
results of General Electric’s intensive bucket research 
and development program. 





Every new steam turbine condition—higher pressure, 
higher temperature, greater capacity——involves fresh 
bucket designs. In several General Electric turbine 
laboratories, specialists work at making buckets longer, 
stronger, and more efficient. For instance, a Materials 
and Processes Laboratory conducts applied research, 
development, and evaluation of basic materials and 
processes. Aerodynamics is studied in a special Air Test 
Laboratory. A new Product Development Laboratory 
evaluates actual working designs. 





Currently, much attention is being focused on the tur- 
bine low-pressure section, an area which seems to hold 
great promise for improvement in over-all efficiency. 


If you would like to know more about General Elec- 
tric turbine-generator progress, contact your nearest 
Apparatus Sales Office, or write for a copy of bulletin 


GER-1047, Kicenpenneiees and Development in the Field of VIBRATION TESTING. Natural vibration of buckets is accurately 
Turbine-Generators.’’ Address Section 254-26, General determined to help avoid coincidence of steam-impact frequen- 
“W Electric Co., Schenectady 5, N. Y. cies with natural frequencies in operation. 


Progress /s Our Most /mportant Product 


GENERAL @@ ELECTRIC 


chee s 










AERODYNAMICS. Smoke tunnel in G.E.’s Air Test Laboratory later. Other equipment includes a single-stage air turbine, 
hws how steam will flow past proposed bucket and nozzle complex recording instruments, and electronic calculators for 
tesigns. Disturbances can be photographed for detailed analysis converting the data to useable engineering information. 
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you'll need a 


new Power Plant 


... then Pioneer Service & Engineering Co. with 
53 years of experience in this specialized field, 
stands ready to help you with a complete service 
including preliminary plans, load studies and 
site selection, the design of the plant and 
arrangements for financing its cost. 


Our services and facilities are outlined 
in our booklet, ‘Pioneering New Horizons” 
yours for the asking. 





Pioneer Service & Engineering Co. 
231 SOUTH LASALLE STREET e CHICAGO 4, ILLINOIS 


Consulting Engineering ¢@ Power Plant Design 
Purchasing and Expediting © Financial Advisory Service 
Forecast, Load Study and Performance Analysis 
Stock Transfer and Dividend Disbursement 

Valuation, Insurance, Rate and Business Advisory Service 


i 
g 


L} 
www SN 
NY 7 





mee 





Eee 
I 








ee 
WNE 23, 1955 





XUM 





PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. » » 





THe American Aprpraisat Company 
ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 











BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 


\ 
/ 
: 
| 
4 
‘ 
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DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 











%* Standby 
%* Augmentation 
* 100% Town Supply 


Engineering ¢ Construction 





Design ¢ 


DRAKE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36,N. Y. 





On ee 





THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 


LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago « Houston ¢ San Francisco ¢ Tulsa ¢ Philadelphia © Toronto « Calgary * Denver 
Affiliates: SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





rx Jord, Bacon & Davis 
‘seeones Engineers egress" 


REPORTS 
NEW YORK @ CHICAGO @ LOS ANGELES 

















GIBBS & HILL, inc. 


CONSULTING ENGINEERS 
DESIGNERS «CONSTRUCTORS 
NEW YORK LOS ANGELES 

















GILBERT ASSOCIATES, INC. 


GA ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 
READING, PA. 


FOUNDED 1906 
@ WASHINGTON @ PHILADELPHIA @ NEW YORK 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studzes 
Traffic Surveys—Fare Analyses 


55 Liberty Stree New York 5, N. Y. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 
Consulting and Supervisory Engineers and Contractors 





Construction and Operation of Utility Enterprises 








Mention the FortNiGHTLY—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE * COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








Te Ku lj ian lopoulimn 


a Ce a CONSTRUCT O@@ 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 














William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
nie Utility Management Consultants Specializing in REGULATORY 
WATER ~ COST ANALYSIS MPROBLEMS 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET sss BOSTON 10. MASS. 











Mention the FortN1iGHTLY—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 


MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 





Organization « Corporate Practices, . Accounting . Redosting ° began Taxes * Stock Transfer « Appraisal Valuot E i 
Analysis « Cost of Money Studies * Dep tion Studies ¢ System Planning ¢ Industrial Engineering ld Business © ites © Pricing 
Soles and Marketing * Safety « ae © Pensions ¢ ‘teeew Welfare © Public Relations * Advertising * Personnel « Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 














Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 











231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








SANDERSON & PORTER 


ENGINEERS & 
AND 


CONSTRUCTORS 

















Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Ustilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 





DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS Cuatnedien teak Geile 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 








Abrams Aerial Survey Corporation 


PHOTOGRAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photozgrabhy — Atlas Sheets — Mosaics — 
Plan and Topograbhic Mabs — Profiles — Infra-red 
Photography — Photo-interbretation Instruments 


614 E. Shiawassee St. Lansing, Michigan 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA. NEW YORK. OHIO. 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utslity Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 


Deter F. Loftus 


CGC eene POR Awa 


DESIGN AND re ENGINEERS 
Electrical * Mechanical 
Civil * Th d 


7 











FIRST NATIONAL BANK BLOG., PITTSBURGH 22, PA 














ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anp SERVICE CO. 
327 So. LaSalle St., Chicago 4, lL 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 














LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 











JACKSON & MORELAND 


BOSTON NEW YORE 





Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 

Machine Design — Technical Publications 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Abrams Aerial Survey Corporation 35 
*Allen & Company 

*Allis-Chalmers Manufacturing Company 

American Appraisal Company, The 31 
American Creosoting Company Outside Back Cover 
*American Telephone & Telegraph Company 

*Analysts Journal, The 


B 
Babcock & Wilcox Company, The 4-5 
Black & Veatch, Consulting Engineers 31 
*Blyth & Company, Inc. . 
Boddy, Benjamin and Woodhouse, Inc. 31 
c 
Carter, Earl L., Consulting Engineer 35 
Cleveland Trencher Co., The 25 
Columbia Gas System, Inc. Inside Back Cover 
Commonwealth Associates, Inc. 20 
Commonwealth Services, Inc. 20 
Consolidated Gas and Service Co. 35 
D 
Day & Zimmermann, Inc., Engineers 31 
Delta-Star Electric Division, H. K. Porter Co., Inc. . 21 
Dodge Division of Chrysler Corp. 18 
Drake & Townsend, Inc. 31 
E 
Ebasco Services, Incorporated 19 


*Electro-Motive Division, General Motors 


F 
First Boston Corporation, The 24 
Fluor Corporation, Ltd., The 31 
Ford, Bacon & Davis, Inc., Engineers 32 
*Foster Wheeler Corporation 
G 
Gannett Fleming Corddry and Carpenter, Inc. 35 
General Electric Company 7, 28-29 
Gibbs & Hill, Inc., Consulting Engineers 32 
Gilbert Associates, Inc., Engineers 32 
Gilman, W. C., & Company, Engineers 32 
*Glore, Forgan & Co. 
*Guaranty Trust Compeny ef New York 
H 
Haberly, Francis S., Consulting Engineer 35 
*Halsey, Stuart & Company, Inc. 
*Harriman Ripley & Co. 
*Haslam Associates, Inc. 
Hill, Cyrus G., Engineers . 32 
*Hill, Hubbell and Company 
Hirsch, Gustav, Organization, Inc. : 32 
Hoosier Engineering Company 33 
| 
International Harvester Company, Inc. 14-15 
Irving Trust Company ......... 13 
J 
Jackson & Moreland, Engineers 35 
Jensen, Bowen & Farrell, Engineers 33 
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*Fortnightly advertisers not in this issue. 


K 
*Kellogg, M. W., Company, The 
*Kidder, Peabody & Co. A 
*Kuhn, Loeb & Co. ....... Rat eee 
Kuljian Corporation, The 33 


*Langley, W. C., & Co. . 
Leffler, William S., Engineers Associated 33 
*Lehman Brothers re 


*Loeb (Carl M.), Rhoades & Co. 


Loftus, Peter F., Corporation .... 35 

Lougee, N. A., & Company, Engineer 33 

Lucas & Luick, Engineers 35 

Lutz & May, Consulting Engineers ogee 35 
M 

Main, Chas. T., Inc., Engineers : 33 


Martin Publications 17 
*Matthews, Jas. H., & Company : 
*McCabe-Powers Auto Body Company 

*Merrill Lynch, Pierce, Fenner & Beane 

Middle West Service Co. .. 34 
Miner and Miner . 35 
*Minnesota Mining & ;tanufacturing Company 

*Morgan Stanley & Company 

Motorola Communications & Electronics, ‘Inc. 22 


*National Association of Railroad & Utilities 
Commissioners : 

Newport News Shipbuilding & Dry Dock Company 16 

*Nuclear Development Associates, Inc. - 


P 
Pioneer Service & Engineering Company 30, 34 
R 
Recording & Statistical Corporation i 
Remington Rand Inc. ..... 9 


Robertson, H. H., Company Inside Front Cover 


*Rust Engineering Company, The 


Ss 
*S&C Electric Company . 
Sanderson & Porter, Engineers 34 
Sargent & Lundy, Engineers a 34 
Schulman, A. S., Electric Co., Engineers 35 
Sloan, Cook & Lowe, Consulting Engineers 35 


*Smith, Barney & Co. 
*Southern Coal Company, Inc. 
*Sprague Meter Company, The 
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*Texas Eastern Transmission Corporation 


U 
*Union Securities Corporation 
United States Steel Corporation 27 
Ww 
*Western Precipitation Corporation 
White, J. G., Engineering Corporation, The 34 
Whitman, Requardt and Associates 34 
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FOR CLEANER 
COOKING 





EASIER 
REFRIGERATION 


Columbia Gas System | 


delivers a modern miracle 
24 Hours-A-Day! | 


FOR CHEAPER > 
DRYING 





ih) FOR INSTANT 
i 7 HOT WATER 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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LOWRY PROCESS i) 

CREOSOTED a 
> 


6 Dince I904 yD 
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Why 

Creosote is 

Still the Miracle 
Wood Preservative 








Creosote contains not just one but over 
one hundred ingredients that are toxic to insects, 
fungi and all other natural enemies of wood. 
That’s one reason why it has been and still 
is the most effective wood preservative. 


Of course, effective creosote treatment depends 
on the method of application. There must 
be careful scientific control at every step in the 
pressure treating process. During application, 
the preservative must be measured by precise 
equipment as it is forced into the wood. 
Final retention, distribution and concentration 
must be checked continually to assure the buyer 
of the best possible product. This is the type 
of treatment that you get from Amcreco. 


If you’ve never been an Amcreco customer 
or if you’ve never profited by our years of 
experience and strategically located treatment 
plants and sales offices, contact us on your 
next job. We would appreciate an opportunity 
to quote your needs. 


AMERICAN CREOSOTING COMPANY 
‘ 


Shreveport Creosoting Company ex a Georgia Forest Products Company 
Colonial Creosoting Company j Gulf States Creosoting Company 
Federal Creosoting Company : is Georgia Creosoting Company 
Indiana Creosoting Company oO Kettle River Company 














LOUISVILLE 2, KENTUCKY 
18 FIELD SALES OFFICES TO SERVE YOU 








